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I. BACKGROUND AND OVERVIEW

1. Lightstream Resources Ltd. (“LTS”), 1863359 Alberta Ltd, 1863360 Alberta Ltd., LTS
Resources Partnership, and Bakken Resources Partnership (collectively, the “Lightstream
Group”) were granted protection under the Companies’ Creditors Arrangement Act (Canada)
(the “CCAA”) pursuant to an initial order of this Court dated September 26, 2016 (the “Initial
Order”).

2. The granting of the Lightstream Group’s request for the Initial Order was supported by
the Monitor and LTS’ two primary secured lender groups, which in the aggregate hold
approximately $1.2 billion in outstanding secured debt that is in default: (i) the first lien lenders
(the “First Lien Lenders”) under a third amended and restated credit agreement dated as of May
29, 2015 (as amended by amending agreements dated June 30, 2015 and December 2, 2015, the
“Credit Agreement”); and (ii) an ad hoc group (the “Ad Hoc Group of Secured Noteholders”)
of holders US $650 million of 9.875% second lien secured notes due June 15, 2019 (the
“Secured Notes™) issued pursuant to a note indenture dated July 2, 2015 (the “Secured Note
Indenture”). The principal amount outstanding under the Credit Agreement and Secured Note
Indenture as of June 30, 2016, is approximately $371,000,000 and $845,585,000, respectively.1
Members of the Ad Hoc Group of Secured Holders hold approximately 91.5% of the debt

outstanding under the Secured Notes.

) LTS has also issued US $254 million of 8.625% senior unsecured notes due February 1,
2020 (the “Unsecured Notes”) pursuant to a note indenture dated January 30, 2012 (the
“Unsecured Note Indenture”). The principal amount outstanding under the Unsecured Note

Indenture as of June 30, 2016, is approximately $325,390,000.2

4. Certain aspects of the Initial Order were objected to by certain parties that hold
Unsecured Notes; specifically, Mudrick Capital Management, LP (“Mudrick”), FrontFour
Capital Corp (“FrontFour Capital”) and FrontFour Group LLC (“FrontFour Group”, and
together with FrontFour Capital and Mudrick, the “Contingent Claimants”) and who have

! Affidavit of Peter Scott sworn September 21, 2016 (the “Scott Affidavit”) at paras 46, 61, and 63.
2 Scott Affidavit at paras 46 and 69.
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commenced litigation claims against LTS in connection with alleged conduct relating to LTS

issuance of the Secured Notes, principally on the basis of oppression and misrepresentation.

ot The Lightstream Group has indicated that it disagrees with the litigation claims asserted
by the Contingent Claimants and has filed statements of defence in respect of same. At this stage,

the Contingent Claimants hold only Unsecured Notes and their asserted contingent litigation

claims.
6. The principal objections asserted by the Contingent Claimants at the hearing on the Initial
Order were:

(a) that the sales process attached as Appendix “A” to the Initial Order should not be
approved;

(b) that counsel to the Contingent Claimants should have their fees and disbursements
paid by the Lightstream Group and for the benefit of the Administrative Charge to
be extended to secure payment of such amounts; and

© that there are no bases to support a granting of the charge in favour of the
directors and officers of the Lightstream Group and securing a KERP and KEIP
and the financial advisors of the Lightstream Group.

7. This Honourable Court determined there to be an urgent situation warranting the issuance

of the Initial Order on September 26, 2016, and established a comeback hearing on the Initial
Order for October 11, 2016 (the “Comeback Hearing”) where objections to the Initial Order by

the Contingent Claimants could be heard.

8. As set out more fully below, The Toronto-Dominion Bank, as agent for the First Lien
Lenders (in such capacity, the “Agent”), submits this bench brief in support of the continuation
of the Initial Order in the form approved by this Honourable Court on September 26, 2016, and

for the dismissal of the objections thereto by the Contingent Claimants.

9. The Contingent Claimants are seeking to improperly delay the approval of the Sales
Process in the Initial Order to gain leverage in these CCAA proceedings. The fundamental

aspect of the Sales Process is that it is backstopped by a credit bid (the “Credit Bid”) of the

02284-2103 221853723



Secured Notes debt, pursuant to an amended and restated support agreement between the Ad Hoc
Group of Secured Noteholders and the Lightstream Group dated August 26, 2016 (the “Support
Agreement”). If a bid superior to the Credit Bid is not received in the timeframe contemplated
by the Sales Process, then the Credit Bid transaction will be consummated, subject to court
approval. Pursuant to each of the Second Forbearance Agreement and the Commitment Letter
(each as defined below), and also as stipulated in the Support Agreement, the completion of a
qualified transaction is required by not later than December 31, 2016. The critical importance of

this December 31, 2016, outside date is more fully discussed below.

10. The Contingent Claimants take no issue with the fact that the Lightstream Group is
insolvent and needing the protection of a stay of proceedings. The Contingent Claimants assert
that the Credit Bid need not be tied to the Sales Process, ostensibly because of the nature of their
contingent claims being based on oppression and as a result of the notional remedies potentially
available to the Contingent Claimants should they be successful in asserting their claims. They
further claim that the Sales Process timelines are too short because the Lightstream Group has
cash and does not require DIP Funding, so can run an extended process. These assertions are
without merit. Without limitation, the First Lien Lenders have consistently asserted that they are
entitled under the Credit Agreement to have exercised rights, including to sweep and/or to set-off
against the cash balances of the Lightstream Group, but elected not to do and agreed with the
Lightstream Group to leave them with sufficient liquidity to reach the outside date of December

31, 2016.

11.  The intention of the Contingent Claimants is both abundantly clear and understandable:
they would like an outcome in which they obtain an economic recovery, irrespective of the

likelihood of such an outcome. In order to achieve this, they are incented to:

(a) seek to delay the Sales Process and its timelines in hope of a market recovery or
in an effort to postpone any determination by the market as to the value of the
Lightstream Group’s business and assets (including the possible selection of the
Credit Bid as the highest and best transaction, which if consummated will see no
value flow to the Contingent Claimants on account of their Unsecured Notes, or

any damages claim in the event their litigation is pursued and they are successful);
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(b) seek to alter the priority of their claims from unsecured to secured status; and

(© if nothing else, pose a threat to the economic recoveties of the First Lien Lenders
and the holders of the Secured Notes, so as to have leverage with which to extract

concessions and an economic recovery.

This conduct may also adversely affect the Lightstream Group’s business and assets, including as

a result of limited capital expenditures pending completion of a restructuring transaction.

12.  To the extent that the efforts of the Contingent Claimants may jeopardize the economic
position of the First Lien Lenders, it is of significant concern to the First Lien Lenders. The
Contingent Claimants know that a delay in the heavily-negotiated timeframes set forth in the
Sales Process (including, without limitation, submission of non-binding bids by October 21,
2016; submission of binding qualified bids by November 21, 2016, and the closing of a
transaction that repays in full the First Lien Lenders in cash by December 31, 2016) could result
in the Lightstream Group missing the critical milestones in the Second Forbearance Agreement
and Commitment Letter, including the critical December 31, 2016, outside date for the closing of
a transaction, which outside date is also a critical milestone under the Support Agreement. The
Contingent Claimants seek to derail the heavily-negotiated and hard fought solution that has
been reached by the Lighstream Group and their principal secured lender groups, in favour of

protracted litigation on oppression claims with certain holders of Unsecured Notes.

II. DEVELOPMENT OF RESTRUCTURING PROCESS

13.  On April 29, 2016, the Agent delivered notice to the Lightstream Group advising that: (1)
the group’s borrowing base was reduced from $550 million to $250 million; and (ii) given the
present outstanding principal obligations of approximately $371 million, there was an
approximate $121 million borrowing base shortfall. In accordance with the terms of the Credit
Agreement, failure to pay the borrowing base shortfall within 90 days of notice constituted an

event of default.

14.  Since that time, the Agent and the First Lien Lenders have been working cooperatively

with the Lightstream Group. On July 12, 2016, the Lightstream Group and the First Lien
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Lenders entered into a formal forbearance agreement (the “First Forbearance Agreement”).?
Pursuant to the First Forbearance Agreement, the First Lien Lenders agreed to the Lightstream
Group’s request that they forbear from exercising certain of their rights and remedies during the
relief period set out therein in respect of certain events of default under the Credit Agreement.
The commencement of the CBCA proceeding and entry into of the original Support Agreement
on July 12, 2016, were events of default under the Credit Agreement, among others, that were

subject to forbearance under the First Forbearance Agreement.

15.  The First Forbearance Agreement required the Lightstream Group to continue a formal
sales and investment solicitation process (“SISP”) already in process of being commenced that
included the steps and milestones set forth in Schedule “A” thereto, with a view to fully and
unconditionally repaying in cash the obligations owing to the First Lien Lenders on the closing
of a transaction. That sale process was to be conducted concurrently with the restructuring by
the Lightstream Group under the Canada Business Corporations Act (“CBCA”), and if the
CBCA restructuring was not effected, such transaction was to be implemented through a CCAA

proceeding.

16. Schedule “A” to the First Forbearance Agreement contained, among other things, the

following milestone chart:

Activity Deadline
Opening of Virtual Data room July 13, 2016
Commencement of Technical Presentations Week of July 20, 2016
Indicative offers submitted Week of September 19, 2016

Closing of a SISP transaction in accordance December 31, 2016
with the second paragraph of section 3(g) of
the First Forbearance Agreement

17. Section 2(xiv) of the First Forbearance Agreement contained the following

acknowledgement of the Lightstream Group regarding the SISP:

based on the advice of the Financial Advisors, whether conducted in a CBCA proceeding,
CCAA proceeding or otherwise, the SISP is commercially reasonable in all respects
(including the proposed length thereof and the steps to be taken and the SISP milestones

3 A copy of the First Forbearance Agreement is attached hereto at Tab 1.

02284-2103 22185372.3



as shown in Schedule “A”), and permits the Borrower to canvass thoroughly the market
with a view to the best interests of the Borrower and its stakeholders, and that the
Lenders are relying on this in entering into this Agreement.

18. Section 3(g) of the First Forbearance Agreement contained the important covenant for the
Lightstream Group to obtain written binding commitments of lenders regarding a new exit credit
facility by no later than July 25, 2016, the proceeds of which were required to be used on the
CBCA plan implementation date to unconditionally and irrevocably repay in full all of the
obligations to the First Lien Lenders, in form and substance satisfactory to the First Lien Lenders.
Without this new financing, Lightstream’s restructuring cannot be effected — it is the cornerstone
upon which a restructuring is predicated, and the First Forbearance Agreement, Second
Forbearance Agreement, Support Agreement and Credit Bid are each conditioned on such
financing. The loss of that financing would fundamentally undermine the restructuring of the

Lightstream Group.

19.  On July 27, 2016, an amending agreement to the First Forbearance Agreement was
entered into pursuant to which, inter alia, the relief period under the First Forbearance
Agreement was extended at the request of the Lightstream Group to August 5, 2016, while this
commitment for exit financing continued to be sought.* And on August 5, 2016, a second
amending agreement to the First Forbearance Agreement was entered into pursuant to which,
inter alia, the relief period under the First Forbearance Agreement was further extended at the
request of the Lightstream Group to August 9, 2016, while they continued to seek a binding

commitment for exit financing.’

20. On August 9, 2016, the First Forbearance Agreement terminated in accordance with its
terms as a result of the failure of the Lightstream Group to meet the requirement thereunder to
have obtained commitments regarding a new credit facility, satisfactory to the Lenders, by not
later than August 9, 2016, which was an event of default under the First Forbearance Agreement.
At that time, the Lenders continued to support the Lightstream Group and did not take any steps
to enforce their rights and remedies, whether under the Credit Agreement or otherwise (but did

not waive, and otherwise reserved, all such rights and remedies). The Lightstream Group

4 A copy of the first amending agreement to the First Forbearance Agreement is attached hereto at Tab 2.
5 A copy of the second amending agreement to the First Forbearance Agreement is attached hereto at Tab 3.
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indicated to the First Lien Lenders that they continued to seek a binding commitment for exit

financing and that the SISP was continuing in accordance with the agreed-upon timeline.

21.  Importantly, the Lightstream Group was able to obtain a binding written revolving
facility commitment letter dated August 26, 2016, from certain lenders, which provides for a new
revolving credit facility with an aggregate commitment of $400 million, the proceeds of which
shall be used to repay in full the obligations under the Credit Agreement and certain capital
expenditures and operating costs of the Lightstream Group (the “Commitment Letter”). Two
important conditions set out in the Commitment Letter are that the financing is conditional upon
a restructuring transaction being completed on or before December 31, 2016, and that the holders

of Secured Notes inject an additional $50 million of capital into the Lightstream Group.

22. To be clear, the First Lien Lenders consist of 16 institutions, whereas the new facility
pursuant to the Commitment Letter is being provided by five institutions (four of which are in
the existing syndicate, and one of which is a proposed new lender to the Lightstream Group).
The existing facilities under the Credit Agreement are entirely independent of the new facility

under the Commitment Lender.

23.  Asa direct result of the Lightstream Group’s having obtained the Commitment Letter, the
First Lien Lenders were prepared to further forbear. On September 15, 2016, the Lightstream
Group entered into a Second Forbearance Agreement (the “Second Forbearance Agreement”)®
with the First Lien Lenders in which the First Lien Lenders have agreed to forbear from
exercising their rights and remedies in respect of certain specified event of defaults throughout
the Relief Period (as defined in the Second Forbearance Agreement), which in the case of the
Lightstream Group's commencement of proceedings under the CCAA, extends to the outside

time and date of 2:00 pm (Calgary time) on December 31, 2016.

24, Section 2(xvii) of the Second Forbearance Agreement contains a similar
acknowledgement by the Lightstream Group to that contained in the First Forbearance

Agreement regarding the appropriateness of the SISP. Pursuant to Section 3(g) of the Second

§ A copy of the Second Forbearance Agreement is attached hereto at Tab 4.

02284-2103 221853723



Agreement the Lightstream Group agreed to conduct and advance the SISP and provided further

as follows:

... the CBCA Plan shall be implemented by not later than October 31, 2016 (save
and except that if implementation is delayed beyond this date solely due to
requisite approvals under the Investment Canada Act (Canada) and/or
Competition Act (Canada), then implementation shall occur by not later than
November 30, 2016; and (iv) the CCAA Restructuring, including any plan of
arrangement under the CCAA (a “CCAA Plan”) or CCAA sale transaction, shall
be implemented by not later than December 31, 2016.

25.  Schedule “A” to the Second Forbearance Agreement also contained a chart of milestone

times as follows (and, importantly, including the same December 31, 2016, outside date):

Activity Deadline
Opening of Virtual Data room July 13, 2016
Commencement of Technical Presentations Week of July 20, 2016
Indicative offers submitted Week of October 7, 2016

Closing of a SISP transaction in accordance December 31,2016
with the second paragraph of section 3(g) of
| the Second Forbearance Agreement

26. Pursuant to Section 3(h) of the Second Forbearance Agreement, the following
acknowledgment and covenants were made as to the commencement of a CCAA proceeding

following the CBCA restructuring proceeding:

The Loan Parties acknowledge and agree that, pursuant to the Support Agreement
and this Agreement, in the event that the CBCA Restructuring cannot be effected,
a sale transaction will be pursued pursuant to a CCAA proceeding. No transaction
shall be pursued or completed by the Loan Parties in a CCAA proceeding that
does not provide for the unconditional and irrevocable repayment in full in cash
of the Obligations, without the written consent of the Lenders. If the CBCA
Restructuring cannot be effected, the Loan Parties covenant that they shall seek a
form of CCAA Initial Order that is satisfactory to the Lenders, acting reasonably,
including: (i) containing an express approval of a sales and investment process
that is consistent with the SISP (including having the same steps and timelines set
out therein, except that to the extent that a CCAA proceeding is commenced
following the meeting of creditors in the CBCA Restructuring (expected to occur
not later than September 30, 2016), the deadline for the submission of indicative
offers will be no more than 30 days following commencement of the CCAA
proceeding); (ii) a declaration that the Obligations owing to the Lenders shall be
unaffected by any plan of compromise or arrangement; (iii) providing for the
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payment of interest as and when required under the Credit Agreement; (iv)
containing court-ordered charges that, to the extent such court-ordered charges
rank in priority to or are pari passu with the Security, are satisfactory to the
Lenders in both amount and priority; and (v) approving a cash flow forecast that
is satisfactory to the Lenders.

The Second Forbearance Agreement expressly provides for the continuation of that
agreement in accordance with its terms during the Lightstream Group’s CCAA

proceedings.

27.  As is clear, the First Lien Lenders relied on the timelines agreed to with respect to the
SISP in entering into the First Forbearance Agreement and the Second Forbearance Agreement,
including, without limitation, the December 31, 2016, outside date, and in consenting to the
granting of the Initial Order. The Sales Process attached to the Initial Order is a continuation of

the SISP, and is in form and substance satisfactory to the First Lien Lenders.

28.  Pursuant to the Support Agreement, the “backstop” of the Credit Bid provides certainty
of a transaction in which the obligations of the First Lien Lenders will be repaid in full in cash by
a certain agreed upon date, but the Sales Process provides a “market test” of the Credit Bid in the
event another purchaser desires to offer more than the value of the Credit Bid, which transaction
would need to repay in full in cash both the First Lien Lenders and the holders of Secured Notes,
with any additional value flowing to lower-ranking creditors after the payment of transaction
costs and charges under the Initial Order. As such, the Sales Process is not a fait accompli of the
Credit Bid, nor does it chill bidding as the holders of Secured Noteholders are not permitted to
top their Credit Bid in the event another bidder puts forward a superior bid. If one or more
purchasers wish to top the Credit Bid, they can do so, but must do in accordance with the
timelines established under the Sales Process, which are fair and reasonable, including that the
transaction must close by December 31, 2016. This is the purpose of the Sales Process, which
permits the Lightstream Group a reasonable period of time in which to pursue a superior

transaction to the Credit Bid.

III. ISSUES

29.  The three principal issues before this Court at the Comeback Hearing are:

(1) Should this Court approve the Lightstream Group’s proposed Sales Process?
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(2) Should the Legal Costs of the Contingent Claimants be Paid by the Lightstream
Group and Secured by the Administration Charge?
(3) Should the D&O Charge and the KERP / KEIP Charges be Approved?
IV.  ARGUMENT
A. Should this Court approve the proposed Sales Process?

30.  Yes, in the form attached as Appendix “A” to the Initial Order that was approved
September 26, 2016.

31.  Canadian courts have routinely held that when considering whether to approve a

marketing process, the following questions ought to be considered:
(a) is a sale warranted at this time;
(b) will the sale be of benefit to the whole "economic community";

(c) do any of the debtors' creditors have a bona fide reason to object to a sale of the

business; and
(d) is there a better viable alternative.”

Each of these considerations supports approval of the Sales Process on the basis of the evidence

before the Court.

32.  OnlJuly 13, 2016, the Lightstream Group commenced the SISP (the precursor to the Sales
Process), as required by the original Support Agreement and the First Forbearance Agreement.
The commencement of a sale process at that time was publicly-announced by the Lightstream
Group, and was further emphasized in the course of the group’s proceedings under the CBCA.
However, to the knowledge of the Agent, the Contingent Claimants have not taken any
constructive steps prior to the commencement of the CCAA proceedings to address any concerns

they may have with respect to the substance or timeline of the Sales Process.

7 Nortel Networks Corp, Re, 2009 CarswellOnt 4467 (SCJ) [Comm List] at para 49. [Attached at Tab 5]
8 Scott Affidavit at para 85.
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33.  The Agent understands that the Sales Process was established with the input of numerous
sophisticated stakeholders and advisors, including: (i) the Monitor, in its capacity as prospective
Monitor; (ii) the advisors assisting the Lightstream Group, including Evercore Capital L.L.C. and
TD Securities Inc.; (iii) PricewaterhouseCoopers Inc., which has advised the First Lien Lenders
with respect to, among other things, the development of the Sales Process; and (iv) BMO Nesbitt
Burns Inc., which has advised the Ad Hoc Committee of Secured Noteholders with respect to,

among other things, the development of the Sales Process.

34. In both the First Forbearance Agreement and Second Forbearance Agreement, the
Lightstream Group acknowledged, based on the advice of its financial advisors, that the SISP,
whether conducted in a CBCA proceeding, CCAA proceeding or otherwise, is commercially
reasonable in all respects (including the proposed length thereof and the steps to be taken and the
SISP milestones as scheduled to the forbearance agreements), and permits the Lightstream
Group to canvass thoroughly the market with a view to the best interests of the Lightstream
Group and its stakeholders, and that the First Lien Lenders were relying on this in entering into

the First Forbearance Agreement and the Second Forbearance Agreement.

35. LTS seeks to continue the SISP in these CCAA restructuring proceedings by way of the
Sale Procedures.’ This is a requirement under the Second Forbearance Agreement, including the

timeframes set forth therein.

36. The Sale Procedures are designed to thoroughly canvas the market to solicit, explore,
assess and negotiate possible superior transactions to the Credit Bid, with a view to the best

interests of the Lightstream Group and its stakeholders. '

37.  The Sale Procedures have been reviewed by the Monitor, who supports the approval of
the Sale Procedures and timelines therein. The First Lien Lenders support the proposed Sale

Procedures.

38. The Contingent Claimants’ objection to the Sales Process is not bona fide, is

counterproductive to this CCAA proceeding moving forward expeditiously, and jeopardizes the

9 Scott Affidavit at para 88.
19 Scott Affidavit at para 89.
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Credit Bid backstop transaction. Such a result would be extremely prejudicial to the First Lien
Lenders, as losing the Credit Bid transaction and Commitment Letter would remove an agreed
upon “backstop” transaction that would repay in full the obligations owed to the First Lien
Lenders. In today’s volatile oil and gas and credit markets, the First Lien Lenders cannot take
such a risk and the balance of harm favours approval of the Sales Process. There is simply no
prejudice to the Contingent Claimants through the Sales Process and no basis for the business
judgment of the board of Lightstream Group to be ignored. If the Sales Process results in a
superior transaction, it will only result in more value being received by the Lightstream Group’s
stakeholders. Contingent litigation claimants of an insolvent company are not the parties to be
driving this CCAA proceeding or seeking to extract value from secured lenders through
purported hold-up value. While it is understandable that they would wish for an economic
recovery, those wishes should not be indulged where doing so poses significant risk to the debtor

and the economic interests of its priority stakeholders.

B. Should the Legal Costs of the Contingent Claimants be Included in the
Administration Charge?

39.  No. The fees and expenses of counsel to the Contingent Claimants should not be borne
by the Lightstream Group in this CCAA proceeding and should not be secured by the $2,000,000

administration charge granted in in the Initial Order (the “Administration Charge”).

40.  The First Lien Lenders have reviewed the Lightstream Group’s bench brief submitted in
connection with the September 26, 2016, hearing and agree with the arguments made therein in
respect of the fees and expenses of counsel to the First Lien Lenders being included as a

beneficiary of the Administration Charge.

41. Section 11.52(c) of the CCAA expressly provides this Court with the power to grant a
charge in respect of professional fees and disbursements on notice to affected secured creditors:
and provides as follows: “ any financial, legal or other experts engaged by any other interested
person if the court is satisfied that the security or charge is necessary for their effective

participation in proceedings under this Act.”!!

ILCCAA, ss 11.52(1), (2). [Attached at Tab 6]
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42.  The factors to be considered by a court in determining whether to approve such a priority

charge include:
(a) the size and complexity of the business being restructured;
(b) the proposed role of the beneficiaries of the charge;
(©) whether there is unwarranted duplication of roles;
(d) whether the quantum of the proposed charge appears to be fair and reasonable;
(e) the position of the secured creditors likely to be affected by the charge; and
(f)  the position of the Monitor."

Consideration of these factors in the present case does not support inclusion of counsel to the

Contingent Claimants.
43,  The proposed Monitor is of the view that the Administration Charge is appropriate. '

44. At the hearing on the Initial Order, counsel to the Contingent Claimants argued that, if
the Contingent Claimants are not to be included in the Administration Charge, then counsel to
the First Lien Lenders and Ad Hoc Group of Secured Noteholders likewise should not be. This
is incorrect. On cross-examination of Mr. Peter Scott, counsel to the Contingent Claimants
inquired as to whether any of the First Lien Lenders or Ad Hoc Group of Secured Noteholders
are insolvent. Insolvency is not the test for payment of fees of professionals retained by parties

other than the applicants.

45.  As set forth throughout, the First Lien Lenders have played a critical role in both the
CBCA proceeding and will in these CCAA proceedings. The cash being used to fund these
proceedings is the cash collateral of the First Lien Lenders. Under the Second Forbearance
Agreement, the Cash Flow Forecast of the Lightstream Group has to be satisfactory to the First

Lien Lenders and is, but would not be if it included the payment of fees and expenses to the

12 Canwest Publishing Inc/Publications Canwest Inc, Re, 2010 ONSC 222 at para 54 (SCJ) [Comm List]. [Attached
at Tab 7]

13 Proposed Monitors Report at para 27.
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Contingent Claimants. Nor would the form of Initial Order be satisfactory to the First Lien

Lenders if it provided for such payment and priority charge.

46.  There is no basis for payment of the fees of counsel to the Contingent Claimants in the
present case. A stakeholder’s legal fees are sometimes paid in CCAA proceedings, such as
where: (i) a creditor is particularly vulnerable (e.g. representative counsel for employees or
pensioners) and may not be able to participate in the proceedings, and where doing so affords the
debtor a significant advantage (e.g. saving time and money in not having to deal separately with
a large number of similarly-situated stakeholders); or (i) the stakeholder is clearly “in the
money” and/or is contractually entitled to add such costs to the obligations of the debtor, such
that it is clear that the fees would be paid at some point and it is principally a question of timing
of the payment. That is not the case with the Contingent Claimants, and payment of their legal
fees is particularly inappropriate where those fees are being incurred: (i) in advancing contingent
litigation claim against the debtors; (ii) in acting as a bidder, unlike other bidders whose legal
fees are not being paid; (iii) in advancing unsecured claims, unlike other pari passu creditors
whose legal fees are not being paid (including other holders of Unsecured Notes); and (iv) in
seeking to derail the Lightstream Group’s restructuring rather than in playing some vital role that
advances the restructuring. As evidenced by the fact that the Contingent Claimants have hired

two law firms, their effective participation in the CCAA proceedings is not in issue.

47. The First Lien Lenders agree with the Lightstream Group that a fundamental threshold
issue exists with respect to the Contingent Claimants: even if they are ultimately successful in
their claims, how are their damage claims elevated to secured status as opposed to general
unsecured damages claims, and that this threshold issue should be determined on an expedited
basis, but should in no way entitle the Contingent Claimants to payment of their legal fees or to

share in the Administration Charge.

C. Should the D&O Charge and the KERP / KEIP Charges be Approved?

48.  The First Lien Lenders support the D&O Charge and have agreed to same, both in
amount and priority. Such charges are commonplace in CCAA proceedings. Although the
objections of the Contingent Claimants concerning this charge are not principally an issue for

the First Lien Lenders, the Agent notes that it is important to the orderly completion of a
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restructuring of the Lightstream Group that the directors and officers of the Lightstream Group
do not resign and that they diligently maintain the restructuring path that has been commenced.
Given the adverse consequences for stakeholders that may result should the amount or priority
of the D&O Charge be altered, the First Lien Lenders oppose any change to the present form of

Initial Order in this regard.

49.  The First Lien Lenders take no position with respect to the KERP Charge and KEIP
Charge in the Initial Order, save to note that: (i) the form of Initial Order at present is
satisfactory to the First Lien Lenders; and (ii) in particular, it is important to the First Lien
Lenders that the priority of such charges be subordinate to the existing indebtedness owing by

the Lightstream Group to the First Lien Lenders.

V. CONCLUSION

50.  The Agent, for and on behalf of the First Lien Lenders, respectfully requests that this

Honourable Court dismiss the objection of the Contingent Claimants to the Initial Order.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 5th day of October, 2016.

TORYS LLP

/fr . David Bish / Lee Cassey
Counsel to The Toronto-Dominion Bank,
as Agent to the First Lien Lenders
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Execution Copy

FORBEARANCE AGREEMENT

BETWEEN

LIGHTSTREAM RESOURCES LTD.
as Borrower

~and —

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
as Loan Parties

—and —

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A., CANADIAN BRANCH,
BANK OF AMERICA, N.A,, CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA
as Lenders

—and —

THE TORONTO-DOMINION BANK
as Administrative Agent

July 12,2016
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FORBEARANCE AGREEMENT

THIS AGREEMENT is made as of the 12th day of July, 2016 (the “Effective Date”),

BETWEN:

LIGHTSTREAM RESOURCES LTD.
(the “Borrower™)

—and —

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
(together with the Borrower, the “Loan Parties” and each a “Loan Party”)

—and —

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A., CANADIAN BRANCH,
BANK OF AMERICA, N.A.,, CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA

(collectively, the “Lenders” and each a “Lender”)

—and —

THE TORONTO-DOMINION BANK
(the “Administrative Agent”)

RECITALS:

A. The Borrower, Administrative Agent and Lenders, among others, have entered into a third
amended and restated credit agreement dated as of May 29, 2015, as amended by: (i) a
consent and first amending agreement dated as of June 30, 2015; and (ii) a second
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amending agreement dated as of December 2, 2015 (collectively, the “Credit
Agreement”),

B. The Borrower has issued: (i) US $650 million of 9.875% second lien secured notes due
June 15, 2019 (the “Secured Notes”) pursuant to a note indenture dated July 2, 2015 (the
“Secured Note Indenture”); and (ii) US $254 million of 8.625% senior unsecured notes
due February 1, 2020 (the “Unsecured Notes™) pursuant to a note indenture dated January
30, 2012 (the “Unsecured Note Indenture”).

C. The Borrower has indicated it will not cure on July 15, 2016, a required interest payment
due June 15, 2016, under the Secured Notes, which is an event of default under the Secured
Note Indenture, which, pursuant to Section 16.1(h) of the Credit Agreement, constitutes an
Event of Default (the “Secured Note Indenture Cross Event of Default”), and an event
of default under the Unsecured Note Indenture, which, pursuant to Section 16.1(i) of the
Credit Agreement constitutes a further Event of Default (the “Unsecured Note Indenture
Cross Event of Default”).

D. The Borrower and certain holders of Secured Notes holding not less than 90% of the
aggregate amount of the obligations outstanding under the Secured Notes (collectively, the
“Supporting Secured Noteholders”) will concurrently enter into a support agreement
dated on or about the date hereof (the “Support Agreement”), the entry of which
constitutes an Event of Default pursuant to Section 16.1(g) of the Credit Agreement (the
“Support Agreement Event of Default”), pursuant to which, inter alia, the Supporting
Secured Noteholders agree to: (i) support a plan of arrangement of the Borrower under the
CBCA, that is conditional upon, among other things, execution of commitment letters in
respect of a new revolving credit facility by the Borrower and the providers of such credit
facility, which credit facility is to be in an amount sufficient to repay in full in cash all of
the Obligations and a conversion of the Secured Notes and Unsecured Notes into equity of
the Borrower effective upon plan implementation (the “CBCA. Restructuring”); and (i)
if the requisite votes are not obtained to implement the CBCA Restructuring, the
Supporting Secured Noteholders will credit bid their debt to acquire substantially all of the
assets of the Borrower pursuant to a proceeding under the CCAA, and a replacement credit
facility would be arranged to repay in full in cash all of the Obligations upon the closing
of such acquisition (the “Credit Bid Acquisition”);

E. The Borrower’s commencement of proceedings in respect of the CBCA Restructuring
constitutes an Event of Default pursuant to Section 16.1(g) of the Credit Agreement (the
“CBCA Event of Default”, and together with the Secured Note Indenture Cross Event of
Default, the Unsecured Note Indenture Cross Event of Default, and the Support Agreement
Event of Default, the “Specified Events of Default”).

F, The Borrower has requested that the Lenders agree to forbear in the Relief Period (as
defined below) from exercising their rights and remedies in respect of the Specified Events
of Default and in response thereto the Lenders have agreed to provide the interim relief set
out herein, to provide the Borrower with sufficient time in which to: (i) obtain debt
financing commitments necessary to repay in full in cash the Obligations as a condition to
the implementation of the CBCA Restructuring (and the cancellation of all credit facilities
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under the Credit Agreement); (ii) commence the CBCA Restructuring; and (iii) pursue a
formal sales and investment solicitation process (“SISP”) that includes the steps and
milestones set forth in Schedule “A” hereto, with a view to fully and unconditionally
repaying in cash the Obligations on the closing of any transaction (and the cancellation of
all credit facilities under the Credit Agreement), to be conducted concurrently with the
CBCA Restructuring, and if the CBCA. Restructuring is not effected, such transaction to
be implemented through a CCAA proceeding;

In the event that the CBCA Restructuring cannot be effected, including due to an inability
of the Borrower to obtain exit financing commitments to unconditionally and irrevocably
repay in full in cash the Obligations, the Borrower intends to complete a sale transaction
pursuant to the SISP under the CCAA, with a view to unconditionally and irrevocably
repaying in full in cash the Obligations (and the cancellation of all credit facilities under
the Credit Agreement).

As a result of the Specified Events of Default, an event of default will occur under the
Swap Documents (collectively, the “Swap Documents Cross Events of Default”) with
the Swap Lenders and the obligations thereunder, absent this Agreement, being crystallized
upon termination resulting in Swap Indebtedness owing by the Borrower to the Swap
Lenders.

The Majority Lenders and Swap Lenders are willing to forbear from exercising certain of
their rights and remedies in respect of the Specified Events of Default and Swap
Documents Cross Events of Default during the Relief Period, on the terms and conditions
set out in this Agreement.

NOW THEREFORE, in consideration of the mutual covenants and agreements

between the Parties contained herein, and for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Parties agree as follows:

Interpretation

' (a) Credit Agreement Definitions

Each capitalized term used and not otherwise defined in this Agreement shall have

the meaning given to it in the Credit Agreement.

(b) Other Definitions
In this Agreement the following terms have the following meanings:
0 “Additional Event of Default” is defined in Section 7(a).
(ii) “Administrative Agent’” has the meaning ascribed to it in the preamble.

(iii) “Agreement” means this agreement, including all Schedules, as it may be
supplemented or amended by written agreement between the Parties.
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iv)
)
(vi)
(vii)
(viii)
(ix)
(%)
(xi)
(xi)
(xii)
(xiv)
(xv)

(xvi)
(xvii)
(xviii)
(xix)
(xx)
(xxi)
(xxii)
(xxiii)
(xxiv)

(xxv)

(xxvi)
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“BIA” means the Bankruptcy and Insolvency Act (Canada).

“Borrower” has the meaning ascribed to it in the preamble.

“CBCA?” means the Canada Business Corporations Act (Canada).
“CBCA Restructuring” is defined in the Recitals hereto.
“CBCA Event of Default” is defined in the Recitals hereto.
“Claims” is defined in Section 4(a).

“CCAA” means the Companies’ Creditors Arrangement Act (Canada).
“Credit Agreement” is defined in the Recitals hereto.

“Credit Bid Acquisition” is defined in the Recitals hereto.
“DIP” is defined in Section 3(i)(vii).

“Effective Date” is defined in the preamble hereto.

“Existing Indebtedness” is defined in Section 2(a)(vii).

“Financial Advisors” means Evercore Capital L.L.C. and TD Securities
Inc. in their capacities as financial and asset sale advisors to the Borrower.

“Forbearance Fee” is defined in Section 3(h).

“Lender” and “Lenders” have the meaning ascribed to such terms in the

preamble.

“Lender Financial Advisor” has the meaning ascribed to it in Section 3(d).

“Loan Party” and “Loan Parties” have the meaning ascribed to such terms

in the preamble.

“Qutside Date” is defined in Section 3(a).

“Parties” means the Lenders, Swap Lenders, Administrative Agent and the

Borrower, collectively, and “Party” means any one of them.
“Releasees” is defined in Section 4(a).

“Releasors” is defined in Section 4(a).

“Relief Period” is defined in Section 3(a).

“Secured Notes” is defined in the Recitals hereto.
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(xxvii) “Secured Note Indenture” is defined in the Recitals hereto.

(xxviii)“Secured Note Indenture Cross Event of Default” is defined in the
Recitals hereto.

(xxix) “SISP” is defined in the Recitals hereto.

(xxx) “Specified Events of Default” is defined in the Recitals hereto.

(xxxi) “Support Agreement” is defined in the Recitals hereto.

(xxxii) “Support Agreement Event of Default” is defined in the Recitals hereto.
(xxxiii)“Supporting Secured Noteholders™ is defined in the Recitals hereto.

(xxxiv)“Swap Documents Cross Events of Default” is defined in the Recitals
hereto.

(xxxv) “Unsecured Notes” is defined in the Recitals hereto.
(xxxvi)“Unsecured Note Indenture” is defined in the Recitals hereto.

(xxxvii) “Unsecured Note Indenture Cross Event of Default” is defined
in the Recitals hereto.

(¢ Rules of Interpretation

(A) Number and Gender. In this Agreement, words signifying the
singular number include the plural and vice versa, and words
signifying gender include all genders. Every use of the word
“including” in this Agreement is to be construed as meaning
“including, without limitation”.

(B)  Headings. Headings, subheadings and any table of contents or index
contained in this Agreement are inserted for convenience of
reference only, and will not affect the construction or interpretation
of the Agreement.

(C)  Subdivisions, Unless otherwise expressly stated, reference herein to
a Schedule or to an Article, Section, paragraph or other subdivision
is a reference to such Schedule to this Agreement, or such Article,
Section, paragraph of other subdivision of this Agreement.

(D)  Time. Time is and will be of the essence of this Agreement. Unless
otherwise specified in this Agreement, time periods within which or
following which any payment is to be made or act is to be done will
be calculated by excluding the day on which the period commences
and including the day on which the period ends. If the last day of the
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(d)  Schedules
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time period is not a Banking Day, the time period will end on the
next Banking Day.

Statutes, Regulations and Rules. Unless otherwise expressly stated,
any reference in this Agreement to any applicable Law is and will
be a reference to that applicable Law as amended, supplemented, re-
enacted or replaced from time to time, and, in the case of a statute,
shall include all regulations and rules in force and effect in respect
of such statute.

Monetary References. Whenever an amount of money is referred to
herein, such amount will, unless otherwise expressly stated, be in
Canadian Dollars.

Majority Lenders. Whenever the term “satisfactory to the Lenders”
or “acceptable to the Lenders” is used herein, such satisfaction or
acceptance shall be of the Majority Lenders.

The following is a list of the Schedules to this Agreement:

Schedule “A” —
Schedule “B” —

2. Acknowledgments

SISP

Existing Indebtedness

(a) Acknowledgments of the Borrower

The Borrower acknowledges, confirms, represents, watrants, covenants, and agrees

that:

@) each of the Recitals set out above is true and correct in all material respects,
and that such Recitals form an essential part of this Agreement;

(i)  the Specified Events of Default will occur on July 15, 2016 and continue
during the Relief Period, and are each an Event of Default under the Credit
Agreement and other Loan Documents that entitles the Lenders to
immediately exercise their rights and remedies under the Credit Agreement
and the other Loan Documents and enforce Security in respect thereof and
under applicable Law;

(iii)  no Default or Event of Default under the Credit Agreement exists other than
~ the Specified Events of Default;
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(iv)

™)

(v

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)
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the Lenders have not waived the Specified Events of Default and nothing
contained in this Agreement or the transactions contemplated by this
Agreement is or will be deemed to constitute any such waiver;

the Credit Agreement, the Security, the other Loan Documents, the
Obligations and the Existing Indebtedness constitute legal, valid and
binding obligations of the Loan Parties, enforceable against them in
accordance with their respective terms, and the Lenders have and shall
continue to have valid, enforceable and perfected first priority Liens created
pursuant to the Security, subject only to Liens expressly permitted in the
Loan Documents and as may have otherwise been agreed to in writing by
the Lenders;

to the knowledge of the Borrower, the Security has been properly perfected
and registered, as the case may be, in all applicable jurisdictions;

as of the Effective Date, the Borrower is indebted to the Lenders in respect
of the Obligations in the aggregate principal amount of $370,920,485.00,
together with the accrued interest, fees, costs, expenses and other charges
now payable by the Borrower to the Lenders in accordance with the Credit
Agreement and this Agreement, as set out in Schedule “B” plus the Swap
Indebtedness (collectively, the “Existing Indebtedness”);

the Existing Indebtedness is unconditionally owing by the Borrower to the
Lenders, without any valid claim for set-off, counterclaim, damages or any
other defence of any kind, nature or description whatsoever;

absent this Agreement, on July 15, 2016, the Lenders are otherwise entitled
to immediately accelerate and demand full payment of the Existing
Indebtedness;

the Loan Parties do not have any Claims of any kind whatsoever against the
Lenders, or any of its employees, advisors, officers, directors, affiliates or
representatives;

further interest, fees, costs, expenses and other charges shall continue to
accrue and be incurred on and in respect of the Existing Indebtedness in
accordance with the Credit Agreement, the other Loan Documents and this
Agreement in the applicable amounts and at the applicable rates set out
therein and herein;

subject to applicable Law and the relief granted by the Lenders hereunder,
the Lenders are and will be entitled to the rights, remedies and benefits
provided for in the Loan Documents, this Agreement and under applicable
Law;

the Lenders and Swap Lenders have informed the Loan Parties that they
have conditionally agreed to forbear from exercising their rights and
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remedies under the Credit Agreement in respect of the Specified Events of
Default only because the Parties have agreed to the terms and conditions
stated in this Agreement;

(xiv) based on the advice of the Financial Advisors, whether conducted in a
CBCA proceeding, CCAA proceeding or otherwise, the SISP is
commercially reasonable in all respects (including the proposed length
thereof and the steps to be taken and the SISP milestones as shown in
Schedule “A”), and permits the Borrower to canvass thoroughly the market
with a view to the best interests of the Borrower and its stakeholders, and
that the Lenders are relying on this in entering into this Agreement; and

(xv) aBorrowing Base Shortfall occurred as set forth in the notice delivered by
the Administrative Agent to the Borrower dated April 29, 2016, and is
continuing. Pursuant to Section 16.1(s) of the Credit Agreement, it is an
Event of Default if the Borrowing Base Shortfall is not eliminated by July
28, 2016. This Agreement does not affect the Borrowing Base Shortfall or
any of the Lenders’ rights or remedies in respect thereof and the Borrower
is not entitled to any Drawdown under the Credit Agreement.

(b)  Acknowledgments of the Loan Parties

Each of the Loan Parties acknowledges, confirms and agrees that it accepts and
does not and will not contest or dispute the validity, truth and accuracy of the acknowledgements,
confirmations, representations, warranties, covenants, and agreements of the Borrower set out in
Section 2(a) above. Each Loan Party represents and warrants that it does not possess any
knowledge that the Borrower’s acknowledgements, confirmations, representations, watranties,
covenants, and agreements set out in Section 2(a) above are or may be incorrect or incomplete in
any way.

3. Relief
(a) Forbearance of Further Enforcement Action

In reliance upon the acknowledgments, confirmations, representations, warranties,
covenants and agreements of the Loan Parties contained in this Agreement, and subject to the
terms and conditions of this Agreement and any documents or instruments executed in connection
herewith, the Lenders agree to forbear from exercising their rights and remedies under the Loan
Documents and/or applicable Laws arising solely from any Specified Events of Default, including
the Swap Lenders and their right to terminate any of the Swap Documents or their obligations
thereunder solely because of the Swap Documents Cross Events of Default, for the period (such
period being referred to herein as the “Relief Period”) commencing on the Effective Date and
ending on the earlier of:

@) indefeasible repayment in full, in cash of the Obligations, and the
cancellation of all credit facilities under the Credit Agreement;

()  2:00 p.m. (Calgary time) on July 28, 2016; and
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(iii)  the occurrence ot existence of an Additional Event of Default,
(such earlier date being the “Outside Date”).

Effective immediately on the Outside Date (except in the case of the occurrence of item (i) above),
the agreement of the Lenders and Swap Lenders to forbear from exercising their rights and
remedies as set forth herein shall automatically and without further notice, demand or any other
requirement by the Lenders made to the Borrower expire and be of no further force and effect (but,
for certainty, this Agreement shall not terminate and shall remain in full force and effect), it being
expressly agreed that the effect of such expiration will be to permit the Lenders and Swap Lenders
to exercise, without further notice or demand, their rights and remedies immediately, including,
without limitation, applying to a court of competent jurisdiction to enforce any private or other
remedies available to the Lenders or Swap Lenders or to seek the appointment, subject to
applicable Law, of any permanent or interim receiver or receiver and manager or any trustee in
bankruptcy under the BIA as against the Loan Parties, or to privately appoint a receiver and
manager or receiver against the Loan Parties.

(b)  No Other Waivers and Reservation of Rights

No waiver or indulgence by the Lenders or Swap Lenders of any of their rights and
remedies hereunder, or under the Credit Agreement, Swap Documents, the Security, other Loan
Documents or applicable Law shall be construed as a waiver of any other or subsequent right or
remedy of the Lenders or Swap Lenders, and no delay or omission in the exercise or enforcement
by the Lenders or Swap Lenders of their rights and remedies hereunder, under the Credit
Agreement, Swap Documents the Security, other Loan Documents or applicable Law shall be
construed as a waiver of any right or remedy of the Lenders or the Swap Lenders, and they, subject
to Section 4(a), reserve all rights, claims and remedies that they have or may have against the Loan
Parties hereunder or under the Credit Agreement, Swap Documents, the Security, the other Loan
Documents or applicable Law. Without limiting the foregoing:

) the Lenders and Swap Lenders have not waived, and are not by this
Agreement waiving, and have no intention of waiving, any Default or Event
of Default (including the Specified Events of Default) that exist or may be
continuing on the Effective Date or any Additional Event of Default
(whether the same as or similar to the Specified Events of Default or
otherwise); and

(i)  subject to Section 3(a) of this Agreement, the Lenders and Swap Lenders
reserve the right, in their sole discretion, to exercise any or all of their rights
or remedies under any of the Loan Documents or applicable Law as a result
of the Specified Events of Default or any Additional Events of Default, and
the Lenders have not waived any such rights or remedies.

(©) Tolling

As of the date hereof and continuing until 14 days following the Outside Date, and
whether or not demand for payment or a notice of intention to enforce security has previously been
delivered by the Administrative Agent or the Lenders to the Borrower, the Parties hereby agree to
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toll and suspend the running of the applicable statutes of limitations, laches or other doctrines
related to the passage of time in relation to the Existing Indebtedness, the Loan Documents
(including the Security), and any rights, remedies or benefits arising from the Loan Documents
and any other related matters, and each of the Parties confirms that this Agreement is intended to
be an agreement to suspend or extend the limitation period provided by Section 3(1)(a) of the
Limitations Act (Alberta), as well as the limitation period provided by Section 3(1)(b) of the
Limitations Act (Alberta), in accordance with the provisions of Section 7(1) of the Limitations Act
(Alberta), and any contractual time limitation on the commencement of proceedings, any claims
or defenses based upon any applicable statute of limitations, contractual limitations, or any time
related doctrine including waiver, acquiescence or laches.

(d) Lender Financial Advisor

The Loan Parties acknowledge that PricewaterhouseCoopers Inc. has been engaged
as a financial advisor (the “Lender Financial Advisor™) to assist the Lenders in the evaluation of
the Borrower’s financial information, asset or business valuations, forecasts and reporting as well
as evaluating the CBCA Restructuring, SISP, potential CCAA restructuring, financings (including
DIP financings), equity infusions, take-overs, or other restructuring proposals or proposed
corporate transactions. The Borrower shall give full access to the Lenders and/or the Lender
Financial Advisor to its management, propetties, projects, systems and books and records and will
pay for the reasonable fees and disbursements of the Lender Financial Advisor in accordance with
the engagement letter with PricewaterhouseCoopers Inc. dated June 28, 2016.

(e) Interest

During the Relief Period, interest will continue to accrue and be payable to the
Lenders on the Obligations at the default rate provided in the Credit Agreement.

@ Reporting

During the Relief Period, and without limiting any reporting obligations of the Loan
Parties under the Loan Documents, the Borrower shall promptly upon request provide to the
Administrative Agent and the Lender Financial Advisor timely, complete and accurate information
regarding the Loan Parties and their property, assets, affairs, activities and developments,
including, without limitation:

(A)  detailed updates on the status and progress of the CBCA
Restructuring (including any proposed debt financing commitment)
and the SISP, on a weekly basis and, in any case, promptly upon the
request of the Administrative Agent or Lender Financial Advisor;

(B)  forthwith upon receipt of same by the Borrower and in any event not
later than 1 Banking Day following receipt of same by the Borrower:
a copy of any notice received by any Loan Party in which any
creditor, landlord or other Person delivers a notice of default,
demand, claim, acceleration, termination, or enforcement, or any
threat or statement of intention to do any of the foregoing, in respect
of any alleged or actual claim or obligation of any Loan Party, in an
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amount in excess of $1,000,000, including, for certainty, any
builders’ liens or construction liens placed on the assets of any Loan
Party;

(C)  immediate notice of any material adverse change after the date
hereof in the business, assets or financial condition of any of the
Loan Parties, or the occurrence of any Default, Event of Default,
Additional Event of Default or any event that with notice or lapse of
time or both would constitute an Event of Default or Additional
Event of Default; and

(D)  all other information that is requested by the Administrative Agent
or the Lender Financial Advisor from time to time, acting
reasonably.

() CBCA Restructuring and SISP

At all times following the Effective Date, the Borrower shall conduct and advance
the CBCA Restructuring in accordance with this Agreement and the Support Agreement and the
timelines set forth herein and therein, and shall use its reasonable efforts to obtain written binding
commitments of lenders regarding a new credit facility, by no later than July 22, 2016, and shall
obtain such commitments in any event by no later than July 25, 2016, the proceeds of which will
be used on the plan implementation date to unconditionally and irrevocably repay in full all of the
Obligations to the Lenders, in form and substance satisfactory to the Lenders. The Borrower shall
provide the Lenders with a copy of all draft CBCA Restructuring transaction documents (including
plan of arrangement and information circular) substantially contemporaneously with distribution
to the holders of Secured Notes pursuant to the Support Agreement, and in any event, the Lenders
shall have received a copy of the plan of arrangement, in form and substance satisfactory to the
Lenders, by no later than July 25, 2016.

At all times following the Effective Date, the Borrower shall conduct and advance
the SISP with the objective of, among other things, soliciting, exploring, assessing and negotiating
possible transactions for (i) capital investments in the Borrower’s business or any part thereof, (ii)
joint venture or partnership opportunities, and/or, (iii) the sale of the Loan Parties or their assets
or any part thereof, in each case with a view to unconditionally and irrevocably repaying in full in
cash all of the Obligations. No transaction shall be pursued or completed by the Borrower that
does not provide for the unconditional and irrevocable repayment in full in cash of the Obligations,
without the written consent of the Lenders. The Administrative Agent and Lender Financial
Advisor shall be provided access to any physical or electronic data room that will be established
in connection with the CBCA Restructuring, Credit Bid Acquisition, SISP, or any proposed debt
financing commitment. Each transaction proposal accepted by the Borrower pursuant to the Credit
Bid Acquisition, SISP, or otherwise, must be acceptable to the Lenders, but shall be deemed to be
acceptable to the Lenders if: (i) it provides for the unconditional and irrevocable repayment of the
Obligations in full in cash; (ii) such repayment in full shall occur on or before October 31, 2016;
and (iii) the closing of such transaction is not subject to conditions precedent that are not acceptable
to the Lenders, acting reasonably.
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The Borrower shall from time to time at the Administrative Agent’s or Lender
Financial Advisor’s request promptly cause its respective management and legal and financial
advisors, including its Financial Advisors and any chief restructuring officer appointed, to make
themselves available for any discussions or to provide any information reasonably required by the
Administrative Agent or the Lender Financial Advisor.

(h)  Forbearance Fee

The Borrower shall pay to the Administrative Agent, on bebalf of the Lenders who
execute this Agreement, a non-refundable fee (the “Forbearance Fee”) to compensate such
Lenders for the additional time incurred and to be incurred, and the costs and risks borne and to be
borne, in connection with the forbearance contemplated herein and in monitoring the ongoing
affairs of the Borrower, such fee to be in the amount of $100,000 to be paid to the Lenders who
execute this Agreement, to be divided proportionally based upon an executing Lender's Individual
Commitment Amount to the aggregate amount of Individual Commitment Amounts of the Lenders
executing this Agreement. The Forbearance Fee is in addition to all other fees, interest, costs and
expenses payable in connection with the Loan Documents, and may be charged by the
Administrative Agent to any account of the Borrower maintained by the Administrative Agent.
The fees will be fully earned by the Agent on the date hereof despite any failure by any Party to
comply with any other term of this Agreement.

@) Additional Agreements
The Borrower agrees to the following:

@) Adherence to Agreements. During the Relief Period, the Borrower shall
strictly adhere to all of the terms, conditions and covenants of this
Agreement and the Loan Documents, including, without limitation, terms
requiring prompt payment of principal, interest, fees and other amounts
when due, except to the extent that such terms, conditions and covenants
are otherwise specifically amended by this Agreement.

(ii) Corporate Status. The Loan Parties shall maintain their respective existence
as valid and subsisting corporations or partnerships, as applicable.

(iii)  Public Disclosure Obligations. The Borrower shall comply with all of its
public disclosure obligations.

(iv)  Spending Restrictions. During the Relief Period, the Borrower shall not: (i)
make any material acquisitions or investments; (ii) engage in any new
hedging activities; (iii) consensually create any further Liens, provided that,
subject the Second Lien Note Intercreditor Agreement, any steps taken for
or on behalf of the holders of Secured Notes necessary to ensure that their
existing security is valid and perfected, including the filing of additional
Jiens and fixed charges to perfect such existing security shall be permitted;
(iv) make or provide any capital contributions or financial assistance to third
parties, or (v) make any discretionary bonus payments to any management
or employees.
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-13 -

%) Operation of Business. Notwithstanding anything else in the Loan
Documents, the Loan Parties shall not, other than in the ordinary course of
business and consistent with past practice, incur or enter into any new
material liability or obligation, of any nature or kind, during the Relief
Period, except in accordance with the CBCA Restructuring or SISP, without
the prior consent of the Lenders.

(vi)  Liens. The Borrower shall remain current in the payment of any obligations
to its employees and governmental obligations (including all taxes and the
remittance of all source deductions and sales taxes for which any of the
Ioan Parties is responsible) or any other payable or other secured claim that
is capable of ranking in priority to or pari passu with the Obligations.

(vii)  Right of First Refusal regarding DIP Financing and Insolvency Proceeding.
To the extent the Borrower receives any solicited or unsolicited offer(s)
from any party other than the Lenders regarding a debtor-in-possession
financing (“DIP”), the Borrower shall provide such offer to the Lenders on
the same Banking Day such offer is received, and the Lenders are hereby
granted a right of first refusal over any such offer(s), which may be
exercised by the Lenders within five (5) Banking Days of receiving such
offer.

(viii) Bank Accounts. The Borrower will not, and will not permit any other Loan
Party to, establish or maintain any operating accounts, deposit accounts or
other bank or securities accounts with any financial institution except the
Administrative Agent.

4, Covenants of the Parties

(a) General Release / Covenant Not To Sue

In consideration of, among other things, the Administrative Agent’s and Lenders’
execution and delivery of this Agreement, each of the Loan Parties, on behalf of itself and their
respective agents, representatives, officers, directors, sharcholders, advisors, employees,
subsidiaries, affiliates, successors and assigns (collectively, “Releasors”), hereby forever waives,
releases and discharges, to the fullest extent permitted by applicable Law, each Releasee from any
and all claims (including, without limitation, crossclaims, counterclaims, claims of lender liability,
rights of set-off and recoupment), actions, causes of action, suits, debts, accounts, interests, liens,
promises, warranties, damages and consequential damages, demands, judgments, executions,
costs, expenses or claims whatsoever (collectively, the “Claims™), that such Releasor now has or
hereafter may have, of whatsoever nature and kind, whether known or unknown, whether arising
at law or in equity, against any or all of the Administrative Agent, the Lead Arranger, the Lenders,
the Issuing Lenders and the Swap Lenders in any capacity and their respective affiliates,
subsidiaries, shareholders and “controlling persons” (within the meaning of any applicable Laws),
and their respective successors and assigns and each and all of the officers, directors, employees,
agents, attorneys and other representatives of each of the foregoing (collectively, the “Releasees™),
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in each case based in whole or in part on facts, whether or not now known, existing before the
Effective Date, that relate to, arise out of or otherwise are in connection with:

(1) any or all of the Obligations, Loan Documents, transactions contemplated
hereby or any actions or omissions in connection therewith;

(iiy  any aspect of the dealings or relationships between or among the Loan
Parties, on the one hand, and any or all of the Administrative Agent, the
Lead Arranger, the Lenders, the Issuing Lenders and the Swap Lenders, on
the other hand, relating to any or all of the indebtedness, documents,
transactions, actions or omissions referenced in clause (i) hereof; or

(iif)  any aspect of the dealings or relationships between or among any or all of
the Agent, the Issuing Lenders and the Lead Arranger, on the one hand, and
the Lenders and the Swap Lenders, on the other hand, to the extent such
dealings or relationships relate to any or all of the indebtedness, documents,
transactions, actions or omissions referenced in clause (i) hereof.

and the Loan Parties are not aware of any such Claims against any of the Releasees. The entering
into of this Agreement by the Loan Parties shall constitute a ratification, adoption, and
confirmation by such Parties of the foregoing general release of such Claims against the Releasees
that are based in whole or in part on facts, whether or not now known or unknown. In entering into
this Agreement, the Loan Parties consulted with, and have been represented by, legal counsel and
expressly disclaims any reliance on any representations, acts or omissions by any of the Releasees
and hereby agrees and acknowledges that the validity and effectiveness of the releases set forth
above do not depend in any way on any such representations, acts and/or omissions or the accuracy,
completeness or validity hereof. Each of the Loan Parties, on behalf of itself and all other
Releasors, hereby absolutely, unconditionally and irrevocably, covenants and agrees with and in
favor of each Releasee that it will not sue (at law, in equity, in any regulatory proceeding or
otherwise), and will not encourage or support, directly or indirectly, any other Releasor or other
Person in suing, or commencing any proceedings or exercising or purporting to exercise rights or
remedies against, any Releasee on the basis of any Claim released, remised and discharged by the
Borrower hereunder, The provisions of this Section 4(a) shall survive the termination of this
Agreement, the Credit Agreement, and the other Loan Documents, and payment in full of the
Obligations. Notwithstanding the foregoing, the foregoing releases and covenants not to sue shall
not apply, as to any Releasee, to any Claim which is determined by a court of competent
jurisdiction, in a final and non-appealable judgment, to have resulted from the gross negligence,
wilful misconduct, or breach of this Agreement of or by such Releasee.

5. Representations and Warranties

(a) Representations and Warranties
Each of the Loan Parties hereby represents and warrants to the Lenders as follows:

@) this Agreement, the Loan Documents and any other agreements or
documents entered into pursuant to this Agreement have been duly
authorized, executed and delivered to the Lenders by them, as applicable to
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the extent a party thereto, are in full force and effect, as modified hereby,
and constitute legal, valid and binding obligations enforceable against it in
accordance with their terms;

each of the representations and warranties made by on or behalf of the Loan
Parties to the Lenders in any of the Loan Documents was true and correct
when made, and in all material respects, or in all respects to the extent such
representations and warranties are already qualified by materiality, remains
true and correct on the Effective Date (except to the extent stated to be made
only as of a specified date, and except to the extent that any such
representation or warranty is not true or correct by virtue of the Specified
Events of Default), with the same full force and effect as if each of those
representations and warranties had been made by the applicable Loan Party
on the date of, and within, this Agreement;

there is no matter, fact or event that is known to it that has not been disclosed
to the Lenders that is likely to have a material adverse effect on the
performance of their obligations under this Agreement, and it has conducted
such investigations as it considers reasonably necessary to make this
representation and warranty;

all remittances owing by the Loan Parties to the federal and provincial
governments and agencies in respect of income taxes, provincial sales tax,
goods and services tax, harmonized sales taxes, employee payroll
remittances, wages, pension plan obligations, vacation pay and similar
obligations and source deductions are current and in good standing; and

the authorization, execution and delivery and performance of this
Agreement by it will not violate any applicable Law or any order,
declaration or judgment binding on it, any consent, license, permit or
approval to which it is party or beneficiary, or any agreement to which it is
a party and will not result in, or require, the creation or imposition of any
lien on any of its assets, property or undertaking.

6. Conditions to Effectiveness

(a) Conditions to Effectiveness

This Agreement, including, without limitation, the agreement of the Lenders to
forbear enforcement contained herein, shall not be effective unless and until:

®

(i)
(iii)
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the Lenders have received a copy of this Agreement, duly authorized,
executed and delivered by the Loan Parties;

the Administrative Agent shall have received the Forbearance Fee;

the reasonable legal fees and expenses of Torys LLP, and the fees and
expenses of any other advisor or consultant to the Lenders (including,
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without limitation, the Lender Financial Advisor), for which invoices have
been provided to the Borrower prior to the Effective Date, have been paid;

no Default or Event of Default (other than the Specified Events of Default)
has occurred and is continuing;

the Lenders have received a copy of the Support Agreement, duly
authorized, executed and delivered by the Loan Parties and Secured
Noteholders holding not less than 90% of the aggregate amount of
obligations under the Secured Notes, in form and substance satisfactory to
the Lenders, and which shall include support for the Borrower obtaining
debt financing commitments necessary to repay in full in cash the
Obligations as a condition to implementation of the CBCA Restructuring;

the preliminary interim order sought in respect of the commencement of the
CBCA Restructuring shall be in form and substance satisfactory to the
Lenders (and shall include affirmation that the Lenders shall be treated as
unaffected in any plan of arrangement filed by the Borrower and shall not
be subject to any stay of proceedings in the CBCA proceeding);

the Lenders have received evidence that the SISP attached hereto
(including, without limitation, the milestones set forth therein), which is in
form and substance satisfactory to the Lenders, has been duly authorized
and approved by the board of directors of the Borrower, such SISP being in
form and substance satisfactory to the Lenders; and

the Lenders shall have received a cettificate of an officer of each of the Loan
Parties indicating that each of the representations and warranties set forth in
Section 5 is true and correct in all material respects and that no Default or
Event of Default (other than the Specified Events of Default) has occurred
and is continuing.

7. Events of Default under the Agreement

(a)  Events of Default

The following shall each be and be considered to be an “Additional Event of
Default” under this Agreement (without limiting any event, action or occurrence that constitutes
a Default or Event of Default under the Credit Agreement or any other Loan Document):

)

(i)
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any Event of Default (other than the Specified Events of Default) that is
existing as of the Effective Date or that may occur at any time on or after
the Effective Date;

non-payment of interest, principal or other amounts when due in accordance
herewith, or any other monetary obligations set out herein;



(iif)

(iv)

™)

(v)

(vii)

(viii)

(x)

()
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if the obligations under the Secured Notes, Secured Note Indenture,
Unsecured Notes, or Unsecured Note Indenture are accelerated or if the
trustee under the Secured Note Indenture issues a notice to the
Administrative Agent under section 5.1(a) of the Second Lien Note
Intercreditor Agreement between the Lenders and the Secured Note holders;

if any material breach by any Loan Party or the Initial Consenting Holders
(as defined in the Support Agreement) occurs under any Support Agreement
or the Support Agreement is terminated,

if the Support Agreement or SISP are amended in any manner that the
Lenders determine, in their sole discretion, are materially adverse or
prejudicial to their interests, without the prior written consent of the
Lenders;

if any CBCA Restructuring transaction or other document or pleading is
filed (including plan of arrangement) by the Borrower in the CBCA
Restructuring, or any order is sought or granted in the CBCA Restructuring,
that is not in form and substance satisfactory to the Lenders;

failure by the Borrower to satisfy any of the CBCA Restructuring or SISP
milestones, approvals, steps, and other requirements by the dates set out in
the Support Agreement (as the same may be amended in accordance with
the Support Agreement, provided such amendment is not materially adverse
or prejudicial to the Lenders’ interests, as the Lenders’ determine in their
sole discretion, without the prior written consent of the Lenders), and as
otherwise required by this Agreement, the result of which failure is adverse
or prejudicial to the Lenders’ interests, as determined in their sole
discretion, without the prior written consent of the Lenders;

if the mandate of the Financial Advisors is terminated for any reason and a
new financial advisor satisfactory to the Lenders, is not engaged within 10
Banking Days following the earlier of the Borrower: (i) receiving notice
from the Financial Advisors, or any one of them, of such termination, or (ii)
otherwise having actual knowledge of such termination;

failure by the Borrower to provide reports or other information when
required pursuant to this Agreement (and such failure continues for a period
of 3 Banking Days following the earlier of the Borrower: (i) receiving notice
of such failure from the Administrative Agent, and (ii) having actual
knowledge thereof);

other than in respect of the CBCA Restructuring, any insolvency,
bankruptey, restructuring or similar proceedings described in Sections
16.1(f) and (g) of the Credit Agreement are commenced by or against any
of the Loan Parties, in Canada or elsewhere, or any action is taken by any
of the Loan Parties in furtherance of any such proceedings;
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(xi)  any Loan Party, as the case may be, fails to comply with or defaults in the
performance or observance of any of the terms, conditions, covenants,
agreements or undertakings under or provided for in this Agreement;

(xii) any Loan Party, as the case may be, fails to comply with, breaches, or
defaults in the performance or observance of any of the terms, conditions,
covenants, agreements or undertakings under or provided for in the other
Loan Documents (other than in respect of the Specified Events of Default
or other Additional Events of Default set out elsewhere in this Section 7(a))
and such failure continues for a period of 2 days following the earlier of the
Borrower; (i) receiving notice of such failure from the Administrative
Agent, and (ii) having actual knowledge thereof, provided such period shall
not, in any event, extend past 2:00 p.m. (Calgary time) on July 28, 2016;

(xiii) enforcement by any creditor of any material claim or Lien against the
Borrower or any of its assets, property or undertaking (and for the purpose
of this clause, a claim or the aggregate value of multiple claims held by the
same or related Persons shall be material if in an amount in excess of
$10,000,000); and

(xiv) any challenge is made to the legality, validity, binding nature or
enforceability of this Agreement, the Obligations, the Existing
Indebtedness, the Credit Agreement, Security, or any other Loan Document
by any Loan Party.

(b) Events of Default

Nothing in this Agreement shall prejudice the Lenders’ or Swap Lenders’ rights to
pursue any of their remedies including, without limitation, enforcing the Security: (1) prior to the
effectiveness of this Agreement; (i) upon the Outside Date (whether arising from the expiration
or termination of the Relief Period or otherwise); or (iii) in respect of rights or remedies other than
in respect of the Specified Events of Default.

8. General Provisions

(2) Entire Agreement

This Agreement, together with the other Loan Documents and the agreements and
other documents to be delivered pursuant to this Agreement, constitute the entire agreement
between the Lenders on the one hand, and the Loan Parties on the other hand, pertaining to the
subject matter of this Agreement and supersedes all prior agreements, understandings, negotiations
and discussions, whether oral or written, of the Parties, and there are no representations, warranties,
waivers or other agreements between the Parties in connection with the subject matter of this
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Agreement except as specifically set out in this Agreement, the Loan Documents or any other
agreements and documents delivered pursuant to this Agreement.

(b) Severability

If the whole or any portion of this Agreement or application thereof to any
circumstance will be held invalid or unenforceable to an extent that does not affect the operation
of this Agreement in a fundamental way, the remainder of this Agreement or its application to any
circumstance other than to which it has been held invalid or unenforceable, will not be affected
thereby and will be valid and enforceable to the fullest extent permitted by applicable Law.

(c) Loan Documents

In all respects, other than as expressly set out herein, the provisions of the Credit
Agreement, Swap Documents and the other Loan Documents shall continue to apply unamended
and shall remain in full force and effect, and all such Loan Documents are hereby specifically
ratified, restated, and confirmed by all Parties hereto as of the Effective Date. This Agreement is
and shall be deemed to be a Loan Document for all purposes of the Credit Agreement.

(d) Governing Law

This Agreement will be governed by and construed in accordance with the law in
foree in the Province of Alberta and the federal laws of Canada applicable therein, from time to
time.

(e) Attornment

The Parties hereto do hereby itrevocably submit and attorn to the non-exclusive
jurisdiction of the courts of the Province of Alberta for all matters arising out of or relating to this
Agreement or any of the transactions contemplated thereby and to the extent legally permitted,
waive any right they may have to, or to apply for, trial by jury in connection with any matter,
action, proceeding, claim or counterclaim arising out of or relating to the Agreement or any of the
transactions contemplated hereby.

® Conflicts

To the extent that there is any inconsistency or ambiguity between the provisions
of this Agreement and the Credit Agreement or any other Loan Document, the provisions of this
Agreement will govern to the extent necessary to eliminate such conflict, inconsistency or
ambiguity.

(2 Further Assurances

The parties hereto shall execute and deliver such supplemental documents and take
such supplemental action as may be necessary or desirable to give effect to the provisions and
purposes of this Agreement, all at the expense of the Borrower.
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(h) Enurement

This Agreement shall be binding upon and enure to the benefit of each of the Parties
and its respective successors and permitted assigns.

1) Costs and Expenses

The Borrower hereby absolutely and unconditionally agrees to pay to and fully indemnify the
Lenders, on demand by the Lenders at any time and as often as may be required, whether or not
all or any of the transactions contemplated by this Agreement are consummated, all reasonable
fees and disbursements of any counsel to the Lenders, any other consultant (financial, appraiser,
technical, or otherwise, including any Lender Financial Advisor) or agent and all other expenses
incurred by the Lenders in connection with this Agreement or the Loan Documents, including,
without limitation: (a) reasonable legal expenses in connection with the preparation, negotiation
and interpretation of this Agreement, the other agreements or documents contemplated by this
Agreement or the Loan Documents; (b) all reasonable expenses of advisors and consultants to the
Lenders (including, for certainty, (i) legal expenses on a full indemnity basis and (if) all costs and
expenses of any advisor or consultant incurred in connection with the protection and enforcement
of this Agreement or the Security, or the SISP, or in connection with any proceeding in respect of
bankruptcy, insolvency, winding up, receivership, dissolution, reotganization, liquidation,
moratorium, arrangement or assignment for the benefit of creditors involving any Party, in each of
the foregoing events whether under the CBCA, BIA, CCAA, or any similar federal, state,
provincial or foreign bankruptcy, insolvency, reorganization, receivership or similar law. To the
extent the Borrower does not satisfy such existing and future fees and disbursements, and other
expenses that are due and payable under this Agreement or the Credit Agreement within 14 days
of receiving an invoice in respect of such fees and disbursement or notice of expenses that are due
and payable, the Borrower specifically authorizes the Administrative Agent to debit from any of
the Borrower’s accounts with the Administrative Agent the amount of any such existing and future
fees and disbursements, and other expenses that are due and payable under this Agreement or the
Credit Agreement. Details of such debits made to any bank accounts of the Borrower shall be
provided promptly to the Borrower by the Administrative Agent. The Borrower specifically waives
all rights it may have to assess any of the legal, agents or other fees previously paid or payable by
the Administrative Agent to its solicitors or payable to its solicitors, agents or others in connection
with or in any way related to the Borrower up to the date of this Agreement arising under any law
or statute.

() Survival of Representations and Warranties

All representations and warranties made in this Agreement or any other document
furnished in connection herewith shall survive the execution and delivery of this Agreement and
such other document, and no investigation by the Lenders or any closing shall affect the
representations and warranties or the rights of the Lenders to rely upon such representations and
warranties.
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9] Assignment

The Loan Parties shall not be entitled to assign any of their respective rights and/or
obligations hereunder or any interest herein without the prior written consent of the Lenders.

Q) Execution

This Agreement may be executed in any number of counterparts (including by
facsimile transmission or other electronic transmission) and by different Parties in separate
counterparts, each of which when so executed will be deemed to be an original and all of which
taken together will constitute one and the same instrument.

[The remainder of this page is intentionally left blank]
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IN WITNESS ‘WHEREQF; the parties have entered into this Agreement as of the date first

above mentioned,
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LIGHTSTREAM RESOURCES LTD,,

as Borrower
Por s Peter D. Scott
T,iize Senlor Vice President
and CFQ
Per: 6 L\) #
Name:
Title: 11N D/ WRIGHT

President and Chlef Execufive Ofitcer

Forbearance Agreement — Lightstream



1863359 ALBERTA 1LTD.; as Loan Party

Per ®,

1'}131{11?: Peter D. Scoft
itie: Senior Vice President

Per: o a /Cg ﬂ L\-)/’ #

Title:

d RIGHT =
é?:s?dgnt and Chtef execuilve Offic

Forbearance Agreement — Lightstream
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C LTS RESOURCES PARTNERSHIP, as

Loan Party
J

Per:

Name: Peter D. Soott

Title: Senior Vice Presldent

CFO

Per: ﬂ A} 74

Name:

Title: i /‘

D
J?:sﬁfient and Chief Executive Officer

Forbearaice Agreement — Lightstream
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1863360 ALBERTA LTD., as Loan Party

* Per: @

?iin?: Peter D. Scoft
e Senior Vice Presldent
: CF,
Per:
zﬁw
Title; B
%?;‘i\i!eont and Ch|ef Executive Officer

Forbedraiice Agreement — Lighistredm
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BAKKEN RESOURCES

PARTNERSHIP’ as LOan Party
Per:

D Peter D. Scott

Title: Senior Vice Presudent
Per: CF% }J

Name:

Titleiypn D, WRIGHT

?’?;lden and Chief Executive Officer

Forbearance Agreement — Lightsiream
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THE TORONTO-DOMINION BANK,
as Administrative Agent

Per: / L i

; ¥
Ngme. Andrew Ford
Title: Vice President, Loan Syndications-Agency

Per:

Name:
Title:

Forbearance Agreement — Lighistream

02284-2103 21733288.9



THE TORONTO-DOMINION BANK,
ag Lender

Pex:

Name: David'Radomsky
Title; Managing Director

Per: <Q\/_\

ﬁﬁe: Glen Cameron
le: Director

Forbearance Agreement — Lightstream
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ROYAL BANK OF CANADA, as Lender

-

Per: i ali

Name: (;o\rTIwﬁ}:
Title: e aTow DNiveeforr

Per:

Name:
Title:

Forbearance Agreement — Lightstream
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THE BANK OF NOVA SCOTIA, as
Lender

Per: ﬂ//
o

Name:
Title: Clare Horan
Senior Manager

Name: Neel Chopra
Title: Director

Forbearance Agreement ~ Lightstream



CANADIAN IMPERIAL BANK OF
COMMERCE, as Lender

e (Yadl

Name: SUPRIYA SARIN

Title:
" BENITA McCOURT
MANAGER

Forbearance Agreement — Lightstream
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WELLS FARGO BANK N.A.,
CANADIAN BRANCH, as Lender

Per: A
Name: ’W LANDQUIST
Title: mnging Divector
Per:
Nawme:
Title:

Forbearance Agreement — Lightstream
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BANK OF AMERICA, N.A,, CANADA

BRANCH, as Lender -
Per; W M{;@

Nawie: e

Title: Marc Ahlers

Wica President

Per:

Name:

Title:

Forbearance Agreement — Lightstream
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CREDIT SUISSE AG, TORONTO

BRANCH, as Lender
Per: M
];;:2?: Tammy Oldenburg
' Authorized Signatory
Per:
Name:
Title:

Autfiorized Signatory

Forbearance Agreement Lightstream
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HSBC BANK CANADA, as Lender

Per:

Title: ,41/ W Gl
Per: 177’1, %

Name:
Title: .
MARSHALL CURTIS
Country Head
L.oan Management Unit

Forbearance Agreement — Lightstream
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UNION BANK, CANADA BRANCH, as
Lender

Per: %

Name: Bean Fitkowski—
Title: Vice President

Per:

Name:
Title:

Forbearance Agreement — Lighistream
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CAISSE CENTRALE DESJARDINS, as

Lender
Per:
Name: V. /} IATT WA
Title: AALAG ER. .
Per:
Name:
Title:

Forbearance Agreement — Lightstream
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ALBERTA TREASURY BRANCHLES,

as Lender ~
Per:

Name; /&;‘r&- il

Titde: , Wl
per: 7y Ay {)Z;«/
Norde: U O =

Title:  Kevin Kynoch
Senlor Director Energy

Forbearance Agreement — Lightstream



SUMITOMO MITSUI BANKING
CORPORATION OF GANADA, as
Lender

Per: X /{’7)7\

Name: Alfred\LeéZD‘/
Title: Managing Director

Per:

Name:
Title:

Forbearance Agreement — Lighlstream
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CANADIAN WESTERN BANK, as
Lender

(70
Per: 1"

Name:  Kuno Ryckbarst
Title: Senlor Manager,

Energy & Carparate Banking
Per:
Name:
Title: Amin Heque
Manager,
Enacgy & Corporata Banking

Forbearance Agreement — Lightstream
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NATIONAL CANADA, as
Lender

Name: urray
Title: cc Pres' ent

Per:

Forbearance Agreement — Lightstream
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BUSINESS DEVELOPMENT BANK

OF CANADA, as Lender
Per: B

Name: Dexs

Title:Phre RESTRVCTIRING
Per:

Assistant Vice Prexident. 3usiness Reshucturing

Name: . | '
Title: Russell W, French
Vioe-pefaidard adpinl Restrychiration entrepriss

Forhbesmance 4‘3"‘&1"\4‘4' ~L¢"31\1“51ffm
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UNITED OVERSEAS BANK
LIMITED, VANCOUVER BRANCH, as
Lender

Per: %\

Name: John Gleason
Title: EDand GM

Per:

Name:
Title:

Forbearance Agreement — Lightstream
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SCHEDULE "A"

SISP

Activity Deadline

Opening of Virtual Data room July 13, 2016

Commencement of Technical Presentations Week of July 20, 2016

Indicative offers submitted Week of September 19, 2016

Closing of a SISP transaction in accordance December 31,2016
with the second paragraph of section 3(g) of
this Agreement
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Introduction

Lightstream Resources Ltd. (the “Company") has engaged TD Securities Inc. ("TD") toa manage a |
process to divest all of the Company’s assets (the “Offering”). The Company is a predominantly-
light oil Canadian exploration and production company with a focused asset portfolio in three core
. areas. Bakken, Cardium and Swan Hills. Interested parties are encouraged to review the Qffering
* from an asset value perspective, independent of the current capitalization.

. : w4 @ _ L

» High-netback, light oil production base ?

» Strong operating netback of $17.18/boe'" driven by low operating costs of
$12.57/boe"* and a light oil-weighted production stream

» At current pricing, Lig#tstream’s assets generate strong free cash flow to
support future growt

« Two major core areas account for 93% of current production
» Total production of 25,921 boe/d; 67% Oil and Liquids™*
» The vast majority of Lightstream’s production comes from two Business Units:
y The Cardium Business Unit; 14,680 boe/d (51% Oil and Liquids)?
y The Saskatchewan Business Unit: 9,355 boe/d (93% Qil and Liquids)?
» Low base decline rate of 23%

. }.ong~life reserves; significant oil-in-place with low current recovery
actors |
ISXEE:I._I;Z‘EI‘?; » 142 mmboe of 2P reserves, almost 50% POP'Y; 15 year RLUI
» ~2.3 billion barrels of Discovered Petroleum-lnitially-in-Place ("DPIIP*)
y Cardium Business Unit current recovery factor of 3.3%
y Saskatchewan Business Unit current recovery factor of 2.9%

+ Business provides compelling upside from large inventory of economic
drilling locations and secondary recovery projects

» 486 booked®, 1,036 unbooked drilling locations

» Secondary recovery projects implemented in the Bakken and the Swan
Hills core areas with natural gas flood and waterflood ultimate recoveries
expected to be 15-25%

+ Strong environmental liability position®
» Alberta LMR: 3.22
» Saskatchewan LMR: 3.47
» BC LMR: 1.03

(1) Based on May 2016 Lease Operatlng Statement values

12) Average based on Lease Operaling Statements Jan-May 2016

(3) Sproule December 31, 2015 Reserves Reparl, January 1, 2016 pricing per Sproule
(4) Avs ol June 2016
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Business Highlights

Production of 25,921 boe/d™ concentrated in three oil and liquids-rich core assets results
in high netbacks, predictable declines and strong support for over 1,500 booked and

| unbooked drilling locations.
]

OFFERING MAP
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Saskatchewan Business Unit Summary

.

The Bakken zone is the core asset within the Saskatchewan
Business Lnit and is one of Canada's largest unconventional
oil reservoirs with significant remaining recoverable volumes

Significant, high-working interest pasition in 286,000 net
acres of Contiguous Crown, Private Freehold, and Corporate

Fee Title land

» Corporate Fee Title land of ~56,000 acres

Lightstream’s land position in the Bakken reservoir is estimated
to contain an DPIIP of 1.4 billion barrels with cumuiative

recovery of 2.9% (July 2016) across the lands

» Significant opportunity for EOR via both natural gas and

water injection

Additional low risk development and exploration upside

provided by Mississippian prospects
High netback of $23.07/boe!

» 42.1-45.4 °AP| Bakken light oil production of 7,841 boe/d
» 30.2-33.0 °API Mississippian light oil production of 1,492 boe/d*

» 32 boe/d? of royalty praduction

62.8 mmboe of 2P reserves (December 31, 2015)

Total inventory of Bakken and Mississippian locations
(booked and unbooked) of 805 and 209, respectively

= o]
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\‘\‘ >
LEGEND
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Business Unit Boundary .
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Saskatchewan Business Unit Opportunities

Lightstream has developed the Bakken into an 1
asset generating significant free cashflow with
an extensive existing infrastructure and large
inventary of infill, step-out and field extension
locations

Current inventory >800 Bakken drilling locations,
Lightstream has also implemented two natural
gas injection schemes, one at Creelman and one
at Midale

» Patterns have demonstrated positive results and
enhanced recovery since operations hegan in 2011

EOR schemes are expected to increase the
recovery factor to 15 ~ 25% !

Spraule recognizes a tolal of 622 mboe of
remaining reserves for the 16-34 EOR pattern
(December 31, 2015)

» EUR increased reserves by 32.5% due to
secondary recovery (to-date)

Majority of the Bakken landbase suitable for
either natural gas or waterflooding efforts
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Mississippian hydrocarbon o i
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inventory of highly economic

Mississippian drilling locations

» Drilling down to the Bakken
provides a free look at the
Mississippian horizon

Current total Mississippian
inventory of 209 locations

» Only 34 locations booked
Creelman/Frobisher discovery at

101/09-35-008-10W2/00 key
analog to further development
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Cardium Business Unit Summary

+ Predictable base production of 14,879 boe/d*

declining at 14%

l
i » Cardium Formation: 11,517 boe/d; 61% Oil and Liquds 1
! » FalherNotikewin Formations: 2,884 boe/d'; 14% Oil

and Liquids
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PRODUCTION®
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. N ] roule 31+ P
| » 152,468 net acres of Cardium Rights r pratee TR !
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Cardium Formation Opportunities
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Other Cardium Business Unit Opportunities

'« Existing Cardium infrastructure allows Mannwille formations such as the Falher and Notikewin
, tobe optimally developed

|+ Considerable Mannville (Falher/Notikewin) industry activity in the Brazeau region with 204
producing horizontal wells and current production of ~380 mmcfe/d

+ Lightstream has 5.1 net wells on production and to date an inventory of ~35 net Mannwille

; locations

BRAZEAU CORE AREA MAP
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Alberta and British Columbia Business Unit Summary

» The Alberta/BC Business Unit is

and other legacy production from

| }
: 1
! comprised of the Swan Hills core asset l

Southern Alberta and West Central

i Alberta and BC

upside with large DPIIP of

~8 mmbbl/section at Deer Moumtain
« The Deer Mountain area also contains

The Swan Hills region features high
impact development and exploration

. significant EOR potential due to '
i proven projects in close proximity,
i LTS owned infrastructure and a high
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Process and Contacts

Lightstream Resources Ltd. has engaged TD Securities to manage a process to divest the Company’s
entire Canadian asset portfolio. The Company is a light oil-focused Canadian exploration and
production company with a diverse praducing and resource portfolio. Although the offering is
separated into three packages (Saskatchewan, Cardium, and Alberta/British Columbia) the Company’s
strong preference is to complete an en bloc transaction.

It is the intention of the Company and TD to conduct the Offering process such that it minimizes any
disruption to the Company’s operations, Interested Parties should not contact the Company
directly regarding any aspect of the Offering.

Confidentiality Agreement can be accessed through the link below and can also be found on the

TD Energy Advisors website vaww.ldenerqyadvisors.com. Virtual data room access may be obtained
upon executing and submitting a Confidentiality Agreement via email to the attention of Michael
Charron (michael.charron@tdsecurities.com), All other inquiries, communications or additional
information requests related to the Offering should be directed to one of the following individuals at
TD Securities.

TD SECURITIES
TD Canada Trust Tower
Suite 3600, 421 - 7th Ave SW
Calgary, AB T2P 4K9
Tel: 403-503-4848

TD Energy Advisors | Investment Banking
Mark Kuhn Greg Saksida
Managing Director, Managing Dwrector
| lead of D Energy Advisors T. 403-292-1806
i T 403 403 4852 Grag.saksida@tdsecunties,com
i mark kuhn@tdsecurities.com
4 Ruben Contreras, PEng Scott Barron
Director Managing Direclor !
T 403 503 4853 i T. 403 292 1283
ruben cantreras@tdsecunties.com i scotl.barron@tdsecunties.com !
Diego Cuba, REng ! Michael Charran
Assaciate ¥ Vice Presiddent
T 403 503 4859 ¥ {1403 299 8505
d:ego.cuba@tdsecuritics com ! rnchael.charron@udsecunt es.com

Timing

+ Virlual Data Room:; July 13, 2016
« Technical Presentations: Commencing week of July 20, 2016
» Indicative Offer to be Submitted. Week of September 19, 2016

10
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Disclaimer

Tlis document was prepared solely for informal-onal purposes ond is baing provided 1o assist praspective purchasers in
corsidering Iheir inlerest n acquiring L ghlstream Resources Ud {“Lighlstream” or the "Company”) and its subsidiaries
Lightsireom has engagad TD Securilies Inc as its sole financiul advisor 1n connection wath this honsacton By accepling ths
document, the secivien) acknowledges that it has read, understood and accepled the terms of this aolice

The distribution of this document i cerdom jurisdichons may he restncted by law ond, accordingly, reciprents ol this
document represenl that they cre entitled lo receive this document withou! conlravention of any unlulflled registration
requircments o- other legal resirichans in the jurisdiction they reside or conduct business in. This documen! moy nol be
distributed or published 1n the People’s Republic of China, excepl under circumstances thal will result in comphance with
any upplicable laws end regulatons.

This documen! doas nat conshtule ot form parl of an oller, solicitahon, advertisement, racommendahion or invitahon
lor the sale, issunnce o1 purchase of secunties n Lightstream, s subsidiaries or any olher entily, or any of the business
ossals deseribed heren Neithar this document, nor the facl of tts distribution, shall farm the besis of, or be relied upon
in connection with, or nct as any inducemenl lo enter mto, any conlract or commitment whalsoever with respecl le such
securilies or assels This documenl is nol and under no arumstonces is lo be consirued as (i) o prospectus, o public offering
or un oflering memorandum, or (1) ¢ report, slatement, a1 opinion of un expert, each as defined under applicoble securities
{aws. Wilhoul imilotion, Lightsiream’s secut.hes have not beon and will nol be regisiered under Ihe United Siales Securihas
Act of 1933, us umended (lhe “U S Securihes Act”) or apphcable state securilies laws, and moy nol be olfered or sold in the
U'S unless the secunties are reg-stered under ihe U S, Securities Act, or an exemphion from the registration requirements of
the U.S Se:urities Act and applicable slote securihies lows 15 available. No secuiihies requlotary authorily in evher the U.S
ar Canada has passed upon the securities desciibed heremn or reviewed this presentahon.

Notiing in Ihis document should be canslrued as giving legal, investinent or other udvice of any kind. The reciprent should
consull ifs own professiona! adwsors as 1o legal, lax and related matlers concerning an acquisition of lightstream, its
subsidianes or any of their business assets Tlis document is infended anly for persons reasonably believed 1o be sufhciently
expert 1o understand Ihe nsks involved  The recipient should canduct s pwn investigatian, analysis and evalualion of these
assels In porficular, any eslimates or projechons or opinions conlaned herein necessorily involve significant elements of
subjective judgment, analysis ond assumption and each recipienl should satsly Biself in relation to such matters

The infarmalion in this document, which dees nal purperi ta be comprehensive and does not include all of the informanon thal
a prospeclive purchaser may require, hos been provided by Lightstream ond olher sources and has not been independently
verihed by TD Securibies. The informalion contammed horain must be considered as o whole and selecling portons of the
analyses without considering all of the foclors ard analyses together, could create a misleading view of the preseniation.
The preparation of o document such as this is complex and is not necessarily susceplible to partal analysis ar summary
descrphon, Any altempt 1o do so could lend 1a undue emphasis on any parlicular foctor or onalysis.

This presenlation may contain lorward-locking infarmahon relaling lo copilal axpendilures, luture drilling, economic
predichions, drilling costs, produclion rates, cash flow, invesimen! payouts, valuations and other mallers These stalements
relate to lulure evenls or future performance. Forward-looking slalements are often, bul nol always, ideniified by Ihe use of
words such as “anticipate”, “plan’, "eslimale”, “expect”, “forecos!”, "moy”, "projecl®, “believe” and similar expressions
Forword-looking stalemenls are bosed on the opmions and estimates of managemenl af Ihe date the siotemenls are mode,
and are subject o a varely of risks ond uncerlamties ond ofher factors that could cause octual avents ot rasults to differ
malerially from (hose anlicrpated in Ihe forward-looking slalements. Although Lighisireom baieves thal Ihe expeclations ore
reasanable there can be no assuronce Lhat such expeclotions will prove 1o be carrecl. We cannol guaranlee future results,
leval of achivity, perlormanca or achisvements and there 1s no repieseniohon that the acluol resulls ochieved will be the
same, n whale or in par), as those set oul in Ihe forward-looking siotements The lorward-locking statemenls confuined in
Ihis prosentation are expressly qualified by ttus coutionary slotement The forward-looking stolements made heran relole
only lo evenis or informalion as of the dafe an which the stalements are made.

1"
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Disclaimer

ln addition, certeun disclosure in this presenicion may constitule “acl-cipoled resulls” lor the purposes ol Nalenal
Instrument 51101 of the Canachan Secunhies Adninisiralors hecause the disclosure in queslion may, in the opinion of
a raasonable person, indicate the polential value or quantities of resources atinbutable 1o ussets Anlicipaled results ore
subjec! lo nuinerous risks and uncerlainties, including various geolechnicol. geological, 1echnical, operational, engineering,
commercial and lechn.col risks. In addiion, the geotechnical analysis and engineering 1o be conducled in respect of such
assels 15 incomplele, Such risks ond uncerlainties moy render some such assels unecenomic ar may cause the anlicipoted
resulls d.sclosed herein o be inaccurole,

None of Lighistream, TD Securibes or any ol Iheir respective affiliates, direclors, officers. employees, shareholders.
pariners, agents, rep-esenialives, consullants or advisors {collectively, therr “Represenlalivas”), mokes any representohions
or warranlies, express of implied, as lo the accuraey, reliability or completeness of this documeant ony revision thereol ar any
other wrilten o1 oral .nformation made available (collectively, the “Information”) None Lightsiream, TD Securilies or any
ol iheir respecive Represenlatives accepls uny responsibility or hiobilily in relation to the accuracy or completeness of the
Infarmation, errors therein or omissions therefrom, ond any hubidity therelor is hereby expressly disclaumed. The reciplent
sholl be enitled 1o rely solely on the represenlahions and warranlies, if ony, made to 1l in any definitive purchase agreement
when and 1 one 15 execuled The recipieni 1s responsible for satisfying ilsell os 16 the occuracy and compleleness of all
Informalion

Lighistream ond TD Securil’es reserve the righl to amend or replace this document at any hime but have no ebligal on 1o do
so None Lighisireom, TD Securities or Iheir respeclive Represenlatives undertakes any obligahion to (i) update or otherwise
revise or coriecl any inaccuracies which become appareni in the Iaformalion, or (n) provide ihe 1acipienl with access lo
any additional informanion  This document shall not be deemed an indicanon of the slole of affairs of Lighistream ond s
subsidiaries nor shall it conslilute an indication thal there has been na change in the business or offulrs of Lightstream and
its subsidiares since tha dale hereol. Nollung heremn 1s or should be 1elied upon as a promise or represenlalion as lo tha
lulure

Lighistream raserves the nghl 1o: {ij negotiale with ane or more persens at any hme and o enter .nto o definilive purchase
agreement wilhoul prer nolice to the recipient or any other person, (i) terrmnole further parhcipation in The mvestigalian
ond proposal process by any person; (i) reques! Ihe relurn of this document and any other Infurmation provided to the
reciment, and (iv) mad.fy any procedures relaling lo th's process withoul assigning any reasen therefor.  The 1ssuance of
this documenl shall not be laken as any lorm of commiiment or obligolion on the parl of Lighistream or TO Securilies lo
proceed with any Iransaction. In no circumstances will Lightsiream be responsible for any casts, losses or expenses incyrred
in connaction wilh uny appraisal or investigotion by you of Lightstream, its subsicharies or their business assels.

All communicotions, inquiries and requests far information relaling la this documen! should be addressed only 1o TD
Securiies. The management or other employees of Lighisiveom or their affiliales should nol be cantacted whether directly
ar indirectly.

The racipren! agrees wth Lightstream tha!  will not use this document or any other Information for any purpose ather
than considening Ws inlerest in acquiring Lighisiream, ils subs diaries or Ihe business assels described herein The recipient
furlher agrees tha! il will nal copy or reproduce i any electronic or physical lorm or distribule, communicole, disclose or
othervnse moke available in whole or tn part 1o any other person, other than 1ls agenls, representalives, dirertors, officers
and employees, this document or any other Infoimalion, This document. as well as any other Information that subsequently
may be provided by Lightstream, TD Securities or Iheir respective Represenlotives, and any capies of such Infarmation, is
to ba returned or destroyed promplly upon requesl by any of Lightsiream, TD Secunlies or their respeclive Repiesentatives.
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Lightstream Resources

Revolving Credit Facllities - Actuol Amounts Drawn (as at July 1

Lender: e

TORONTQ-DOMINION BANK

BANK OF NOVA 5COTIA

ROYALBANK OF CANADA

CIBC

WELLS FARGO BANK-CAD BRANCH

B OF N.A, (CANADA BRANCH)

CREOIT SUISSE AG TORONTO BR

HSBC BANK CANADA

UNION BANK, CANADA BRANCH

CAISSE CENTRALE DESIARDINS

ALBERTA TREASURY BRANCHES

SUMITOMO MITSUI BANKING CORPORATION OF CANADA
CANADIAN WESTERN BANK

UNITED OVERSEAS BANK

NATIONAL BANK OF CANADA

BUSINESS DEVELOPMENT BANK OF CANADA

02284-2103 21733288.9

-4 -

SCHEDULE “B”

EXISTING INDEBTEDNESS

1th, 2016)
_ Syndicated Tranche -
Actual’Atount . R I
10,164,593.16 2.8314%
40,306,322,20 11.2274%
40,306,322.20 11.2274%
38,116,435.13 10.6174%
27,734,384.89 7.7255%
25,239,260,93 7.0304%
25,239,260,93 7.0304%
22,320,435,13 6,2174%
21,877,013,73 6.1217%
19,916,695.34 5,5478%
18,193,739,07 5,0696%
15,452,608,60 4,3043%
14,075,043.73 3,921T%
14,079,043.73 3.9217%
13,163,333.09 3.6667%
12,705,478.14 9,5391%
359,000,000.00 100.0000%

.cuprent Operating Fadllty - TD anly +  TOTALOUTSTANDING

Actval'Afmount ’ % Actisal Amaunt

11,920,485,00 100,000000000000% 22,085,078,16
40,306,322.20
40,306,322,20
38,116,435,13
27,724,384,89
25,239,260,93
25,259,260,93
22,320,435,13
21,977,043.73
19,916,695.34
18,199,739.07
15,452,608,60
14,079,043,73
14,079,043.73
13,163,333,09
12,705,478,14

11,920,485.00 100% 370,920,485.00

%,
5.9541%
10.8666%
10.8666%
10.2762%
7.4772%
6,8045%
6.8045%
6.0176%
5.9250%
5.3695%
4.9066%
4,1660%
3.7957%
2.7957%
3.5488%
3.4254%
100.0000%
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AMENDING AGREEMENT

THIS AMENDING AGREEMENT is dated as of the 27th day of July, 2016,
BETWEEN:

LIGHTSTREAM RESOURCES LTD.
(the “Borrower”)

—and -

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
(together with the Borrower, the “Loan Parties” and each a “Loan Party”)

—and —

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A,, CANADIAN BRANCH,
BANK OF AMERICA, N.A., CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA
(collectively, the “Lenders” and each a “Lender”)

—and —

THE TORONTO-DOMINION BANK
(the “Administrative Agent”)

RECITALS:

A. The Loan Parties, Administrative Agent, and Lenders are parties to a forbearance
agreement dated as of July 12, 2016 (the “Forbearance Agreement”).

02284-2103 218167676



B. The Loan Parties have indicated that the Borrowing Base Shortfall will not be eliminated
by July 28, 2016, which is a further Event of Default pursuant to Section 16.1(s) of the
Credit Agreement (the “Borrowing Base Shortfall Event of Default”).

C. The Loan Parties have requested certain amendments to the Forbearance Agreement,
including an extension of the Relief Period, and a forbearance from the exercise of rights
and remedies in respect of the Borrowing Base Shortfall Event of Default.

D. The Lenders and Swap Lenders have agreed to the Loan Parties’ request, subject to the
terms and conditions set out herein.

NOW THEREFORE THIS AMENDING AGREEMENT WITNESSES that, in
consideration of the mutual covenants and agreements contained in this Amending Agreement
and for other good and valuable consideration, the receipt and sufficiency of which are
acknowledged, the parties hereto agree as follows:

ARTICLE 1
INTERPRETATION

1.1  Defined Terms. In this Amending Agreement, unless something in the subject matter or
context is inconsistent: () terms defined in the description of the parties or in the recitals have
the respective meanings given to them in the description or recitals, as applicable; and (b) all
other capitalized terms have the respective meanings given to them in the Forbearance
Agreement.

1.2 Headings. The headings of the Articles and Sections of this Amending Agreement are
inserted for convenience of reference only and shall not affect the construction or interpretation
of this Amending Agreement.

ARTICLE 2
AMENDMENTS

2.1 Amendments to Forbearance Agreement. The Forbearance Agreement is hereby
amended with effect as of July 25, 2016, as follows:

(a) InRecital E, the “and” is deleted before the term: “the Support Agreement Event of
Default”, and the following is added following such term immediately before the term
“the Specified Events of Default”:

“and the Event of Default pursuant to Section 16.1(s) of the Credit Agreement
which shall occur during the Relief Period as the Borrowing Base Shortfall will
not be eliminated by July 28, 2016 (the ‘Borrowing Base Shortfall Event of
Default’)”

(b) The following definition is added to section 1(b) in alphabetical order:

02284-2103 21816767.6



(©)

(d)

(e)

®

3.1

“‘Borrowing Base Shortfall Event of Default’ has the meaning ascribed to it in the
Recitals.”

Section 2(xv) is deleted in its entirety and replaced with the following:

“a Borrowing Base Shortfall has occurred as set forth in the notice delivered by
the Administrative Agent to the Borrower dated April 29, 2016, and is continuing.
Pursuant to Section 16.1(s) of the Credit Agreement, it is an Event of Default if
the Borrowing Base Shortfall is not eliminated by July 28, 2016. The Borrowing
Base Shortfall will not be eliminated by July 28, 2016, and on such date, the
Borrowing Base Shortfall Event of Default will have occurred and be continuing.”

The date “July 28, 2016” in Sections 3(a)(ii) and 7(a)(xii) is deleted and replaced with
the following date in both Sections: “August 5, 2016”.

The date of “July 25, 2016” that appears two times in Section 3(g) (obtaining
commitments regarding a new credit facility and provision of a plan of arrangement in
form and substance satisfactory to the Lenders) is deleted and replaced in both places
with “August 2, 2016”.

Schedule A to the Forbearance Agreement (SISP) is deleted in its entirety and replaced
with the Schedule A attached hereto.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

Representations. The Loan Parties represent and warrant to the Lenders that, as of the

date hereof:

(®

()

(i)

this Amending Agreement has been duly authorized, executed and delivered by the
Loan Parties and the Forbearance Agreement as amended hereby constitutes a legal,
valid and binding obligation of each Loan Party, enforceable against it in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium
or other laws affecting creditor’s rights generally and subject to general principles of
equity, regardless of whether considered in a proceeding in equity or at law;

the representations and warranties of the Loan Parties set forth in the Forbearance
Agreement are true and correct, except to the extent any such representation or warranty
is made as of a specified date, in which case such representation or warranty shall have
been true and correct as of such date; and

the Loan Parties are in full compliance with the covenants in the Forbearance
Agreement and Support Agreement and no Default or Event of Default has occurred
and is continuing other than the Specified Events of Default.

02284-2103 21816767.6



ARTICLE 4
GENERAL

4.1 Acknowledgment and Agreement as to Process. The Loan Parties acknowledge and
agree that, pursuant to the Support Agreement and the Forbearance Agreement, in the event that
the CBCA Restructuring cannot be effected, a comparable transaction will be pursued pursuant
to a CCAA proceeding, including potentially a Credit Bid Acquisition. No transaction shall be
pursued or completed by the Loan Parties (including in a CCAA proceeding) that does not
provide for the unconditional and irrevocable repayment in full in cash of the Obligations,
without the written consent of the Lenders. If the CBCA Restructuring cannot be effected, the
Loan Parties covenant that they shall seek a form of CCAA Initial Order that is satisfactory to
the Lenders, including: (i) containing an express approval of a sales and investment process that
is consistent with the SISP (including having the same milestones set out therein, except that to
the extent a CCAA proceeding is commenced following the meeting of creditors in the CBCA
Restructuring (expected to occur on September 13, 2016), that the deadline for the submission of
indicative offers will be no less than 30 days following commencement of the CCAA
proceeding); (i) a declaration that the Obligations owing to the Lenders shall be unaffected by
any plan of compromise or arrangement; (iii) providing for the payment of interest as and when
required under the Credit Agreement; (iv) containing court-ordered charges that, to the extent
such court-ordered charges rank in priority to or equal to the Security, are satisfactory to the
Lenders in both amount and priority; and (v) approving a cash flow forecast that is satisfactory to
the Lenders.

42  Application of True-Up Provision. Notwithstanding that the Obligations have not yet
been declared by the Agent to be due and payable pursuant to Section 16.2 of the Credit
Agreement, the Lenders have agreed that the “true-up” provisions of Section 16.3 of the Credit
Agreement should apply as of the date of this Amending Agreement and as a result, the schedule
of Existing Indebtedness set out in the Forbearance Agreement, as well as the Individual
Commitment Amounts of each Lender, is amended and replaced with the Schedule B hereto.

43  Effectiveness. This Amending Agreement shall become effective upon the satisfaction of
the following conditions precedent: (i) this Amending Agreement shall be executed and
delivered by the Loan Parties and the Administrative Agent and approved by the Lenders in
accordance with the Credit Agreement; and (ii) the Lenders shall have received an updated 13-
week cash flow forecast, in form and substance satisfactory to the Lenders. Except as
specifically stated herein, the Forbearance Agreement shall continue in full force and effect in
accordance with the provisions hereof. As of the date hereof, any reference to the Forbearance
Agreement shall refer to the Forbearance Agreement as amended hereby.

4.4 Binding Nature. This Amending Agreement shall enure to the benefit of and be binding
upon the Loan Parties and Lenders and their respective successors and permitted assigns.

45  Conflicts. To the extent that there is any inconsistency or ambiguity between the
provisions of this Amending Agreement and the Forbearance Agreement or any other Loan
Document, the provisions of this Amending Agreement will govern to the extent necessary to
eliminate such conflict, inconsistency or ambiguity.
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4.6  Governing Law. This Amending Agreement will be governed by and construed in
accordance with the law in force in the Province of Alberta and the federal laws of Canada
applicable therein, from time to time.

47  Execution. This Amending Agreement may be executed in any number of counterparts
(including by facsimile transmission or other electronic transmission) and by different Parties in
separate counterparts, each of which when so executed will be deemed to be an original and all
of which taken together will constitute one and the same instrument.

[Signature pages follow]
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IN WITNESS WHEREQOF, the parties have entered into this Amending Agreement as of the
date first above mentioned.

LIGHTSTREAM RESOURCES LTD.,
as Borrower

/"’/'q\l
Per: \\‘Ac;/'
T,l‘,l."“lnf’: Peter D. Scott
il genlor Vice President
Per:. {7z ANt QR0 ~
Name:

Title: Annie Belecki
General Counsel

Signature Page to Amending Agreement — Forbearance Agreement



1863359 ALBERTA LTD., as Loan Party

Per: @

‘Name: Peter D. Scott
Title:  Senior Vice President

Per: /Q‘L‘ﬁ@n M%

Name:
Title:

Annie Belecki
General Counsel

Signature Page to Amending Agreement — F orbearance Agreement



LTS RESOURCES PARTNERSHIP, as
Loan Party, by itsmanagug partner, Lightstveam
' Resources LA,

Per:

N.am'et Peter D. Scott

Title:  Senlor Vice President
Per: iﬂ z’&nd -

Name;

Title: Annis Faigld

Genera Cuunssf

Signature Page to Amending Agreement ~ Forbearance Agreement



1863360 ALBERTA LTD., as Loan Party
%

Per:

‘Name: Peter D, Scott
Title:  Senlor Vice President

Per: /{%32‘6 %Eﬂg'ﬁ

Name:

Title:
Annie Belecki
General Counsel

Signature Page to Amending Agreement — Forbearance Agreement



BAKKEN RESOURCES
PARTNERSHIP, as Loan Party, };\Li-l“s manag) e
pm—i-n CYJ i 3hf5‘f’VC¢LW\
Bcsouvtes Ltaly
Per: =
Name: Peter D. Scott

Title:  Senlor Vice President

and
Per: Arrae 252'(

Name:
Title:

Annie Bele)i
General Couiisoi

Signature Page to Amending Agreement — Forbearance Agreement



THE TORONTO-DOMINION BANK,

as Administrative Agent
/

It
W
PCI’ . | :--r'l
Name:

Title: Andrew Ford
Vice President, Loan Syndications-Agency

Per:

“Name:
Title:

Signature Page to Amending Agreement — Forbearance Agreement



THE TORONTO-DOMINION BANK,
as Lender

{
Per:

Name: Clark Terriff
Title: Managing Director

L
|
,!

|

i
|
|

Per:

Narhe: Glen Cameron
tle: Director

Signature Page to Amending Agreement — F orbearance Agreement




ROYAL BANK OF CANADA, as Lender

Per: o -'7

Name: G‘-N7 /'f;;.‘y
Title: Se n0- QOirector

Per;

Name:
Title:

Signature Page to Amending Agreement — Forbearance Agreement



THE BANK OF NOVA SCOTIA, as

Lender
)r'_’/[ () A~

s Favin

Nuame: : co a~ 1ano

Title: Vice President

I/ / -

Per: : == — L '/' ’_ .

Name:

Title;

Clare Horan
Senlor Manager

Signature Page to Amending Agreement — Forbearance Agreement



CANADIAN IMPERIAL BANK OF

COMMERCE, as Lender
)
J B
g |
Per: . EL‘;,(Z&—-\
Name: SUPRIYA SARIN
[itle:
Per:

Neme: - nOUG BROWN
" Vice-President & Deputy

Signature Page (o Amending Agreement — Forbearance Agreement



WELLS FARGO BANK N.A,,
CANADIAN BRANCH, as Lender

9%

Per: ; /4 /
’ﬁ LINDQUIST
Managing Dircclor
Per:
Name:
Title:

Signature Page to Amending Agreement — Forbearance Agreement




BANK OF AMERICA, N.A.,, CANADA
BRANCH, as Lender

Nans: Merc Ahters

Title: Vies President
Per:

Name;:

Title:

Signature Page to Amending Agreement — Forbegrance Agreement



CREDIT SUISSE AG, TORONTO
BRANCH, as Lendex_‘

/

Per:

Per: S&mfa;:% .

Name: $21mov 0RO S
Title: pAutwuemzgo S1OWAToRY

Signature Page to Amending Agreement — Forbearance Agreement



HSBC BANK CANADA, as Lender

Per: W

Name: Natalie Sedtes

Title: AVP Loan Management Unit
Per:

Name: Paul Itfing
Title: VP Lgan Management Unit

Signature Page to Amending Agreement — Forbearance Agreement



UNION BANK, CANADA BRANCH, as

Lender
’)\L
~—
S

Per:

Name: BéaﬁmFil-l-(owski
Title: Vice President

Per:

Name;
Title:

Signature Page to Amending Agreement — Forbearance Agreement



CAISSE CENTRALE DESJARDINS, as

Lender
Per:
Namey/" £/ LA T TeCA
Tide: navdcel
Per:
Name:
Title:

Signature Page to Amending Agreement — Forbearance Agreement



ALBERTA TREASURY BRANCHES,
as Lender

P
Name: Kicle /40l
Title:

/,\rx-;,' Ve~
Per: — Ny
Name: ¢
e Simon Briggs
Title: Senlor Assaclate Director

Signature Page to Amending Agreement — Forbearance Agreement



SUMITOMO MITSUI BANKING

Signature Page to Amending Agreement — Forbearance Agreement



CANADIAN WESTERN BANK, as

Lender
Per: g
Name:  gyno Ryckborst
Title: Senior Manager,
Energy & Corporate Banking
Per: (léfw é i
Name:
Title: Amin Haque
Manager,
Energy & Corporate Banking

Signature Page to Amending Agreement — Forbearance Agreement



UNITED OVERSEAS BANK
LIMITED, VANCOUVER BRANCH, as
Lender

Per: %\

Name: John Gleason
Title: ED and GM

Per:

Name:
Title:

Lightstream - Signature Page to Amending Agreement - Forbearance Agreement



NATIONAL BANK OF CANADA, as
Lender

Per: /Yﬁ&g (ydf /Q\/‘ '

Narfie: gggeia Becker
Title:— D1

Per:

Name: Audrey(Xg
Title: Associate

Signature Page to Amending Agreement - F\ orbearance Agreement



BUSINESS D LOPMENT BANK
OF CANADA/ gs Lender

Per: pd ), Q/\'

Name:| Russell W. French
Title: Assistaht Vice President

Per: @ CI/A/MZ

Name: Derek Church
Title: Director

Signature Page (o Amending Agreement - Forbearance Agreement



Schedule A

SISP
Activity Deadline
Opening of Virtual Data room July 13, 2016
Commencement of Technical Presentations Week of July 20, 2016
Indicative offers submitted Week of September 19, 2016

Closing of a SISP transaction in accordance December 31, 2016
with the second paragraph of section 3(g) of
this Agreement
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Lightstream Resources Ltd. Corporate Offering

LIGHTSTREAM

July 13, 2016

Lightstream Resources Ltd. (the ‘Company”) has engaged TD Securities Inc. (“TD") to manage a
process to divest all of the Company’s assets {the "Offering"). The Company is a predominantly light oil
Canadian exploration and production company with a focused asset portfolio in three oil and liquids-rich
core areas: Bakken, Cardium and Swan Hilis. Although these areas could be treated as three distinct
packages, it is the Company’s strong preference to complete an en bloc transaction. Interested parties
are encouraged to review the Offering from an asset value perspective, independent of the current
capitalization

The Offering is highlighted by its strong light oil-weighted production base of 25,921 boe/d (67% Oil and
Liquids) for the period January-May 2016 with a current corporate operating netback of $17.18/boe (May
2016, Company lease operating statements). The Company's Discovered Petroleum-Initially-in-Place is
significant at ~2.3 billion barrels with long-life 2P reserves of 142 mmboe. The Offering provides a
compelling opportunity to develop over 1,500 booked and unbooked drilling locations and the ability to
implement various secondary recovery projects on existing fields.

The Teaser document and Confidentiality Agreement can be accessed through the links below and can
also be found on the TD Energy Advisors website www tdenergyadvisors com. Virtual data room access
may be obtained upon executing and submitting a Confidentiality Agreement. All other inquiries,
communications or additional information requests related to the Offering should be directed to one of
the following individuals at TD Securities

" Conﬁdentiality Agreement (pdf}

Mark Kuhn Greg Saksida

Managing Director, Head of TD Energy Managing Director

Advisors 403 292 1806

403 503 4852 gred.saksida@tdsecurities.com
mark, kuhn@tisecurities.com

Scott Barron

Ruben Contreras, P.Eng
Director

403 503 4853
ruben.contreras@tdsecurities.com
Diego Cuba, P.Eng

Associate

403 503 4859

diego, cuba@idsecurities. com

Copyright © 2016 Ti) Secwities Inc ., All rignts reseived.

Qur mailing address is:
TO Securilies [n¢

Managing Director
403 292 1283
scoti.barron@tdsecuritles.com

Michael Charron

Vice President

403 299 8505
michael.charron@tdsecyritles. cam

ﬁle:///CI/Temp/Lightstream%20Resources%20Ltd_%20C0rp0ratc%200ffering.htm[7/ 19/2016 1:48:48 PM]



Lightstream Resources Ltd. Corporate Offering
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Introduction

‘ Lightstrearmn Resources Ltd. (the “Company”) has engaged TD Securities Inc. ("TD") to manage a
process to divest all of the Corpany's assets (the “Offering”). The Company is a predominantly-

areas: Bakken, Cardium and Swan Hills, Interested parties are encouraged to review the Offering

‘ light oil Canadiar exploration and production company with a focused asset portfolio in three core

HIGHLIGHTS

INVESTMENT

from an asset value perspective, independent of the current capitalization.

High-netback, light oil production base

» Strona operating netback of $17.18/boe’ drven by low operating costs of
$12 57/hee? and a light oil-weighted production stream

» At current pricing, Lightstream’s assets generate strong free cash flow to
support future growﬁw

Two major core areas account for 93% of current production

» Total production of 25,921 boe/d; 67% Oil and Liquids®

» The vast majority of Lightstream’s production comes from two Business Units:
y The Cardium Business Unit: 14,680 boe/d (51% Oil and Liquids)®
» The Saskatchewan Business Unit; 9,355 boe/d (33% Oil and Liquids)®

» Low hase decline rate of 23%

Long-life reserves; significant oil-in-place with low current recovery
factors

» 142 mmboe of 2P reserves, almost 50% PDP®; 15 year RLI

» ~2.3 billion barrels of Discovered Petroleum-Initially-in-Place (“DPIIP")
» Cardium Business Unit current recovery factor of 3.3%
y Saskatchewan Business Unit current recovery factor of 2.9%

Business provides compelling upside from large inventory of economic
drilling locations and secondary recovery projects

» 486 booked™, 1,036 unbooked drilling locations

» Secondary recovery projects implemented in the Bakken and the Swan
Hills core areas with natural gas flood and waterflood ultimate recoveries
expected to be 15-25%

Strong environmental liability position®
» Alberta LMR: 3.22

» Saskatchewan LMR: 3.47

» BC LMR: 1.03

{1y Based on May 2016 [ease Operaling Stateinent vahies
(2) Average based on Lease Operating Staternents Jan-hay 2016
(3) sproufe December 31, 2015 Reserves Repart, Janudty |, 2016 pricing per Sproule

{4} As of June 2016




Business Highlights

unbooked drilling locations.

OFFERING MAP

Production of 25,921 boeld™ concentrated in three oil and liquids-rich core assets results
in high netbacks, predictable declines and strong support for over 1,500 booked and

T —— R, (T
o ——=
E ﬁ, 2P RESERVES NPV @ 10%"
215
>0
;]
S
=
$780 mm $1,.210 mm
ALBERTA AND BC ]
y BUSINESS UNIT
/ nl
IJ [ St ‘ i Saskatchewan B Cordum M AB andBC
/. 1
| LAND
Total Working InteresL Net Acres | 850,291
Fee Only Acres 56,380
Average Working Interest 79%
Royalty Only Acres | 36,587
- CARDIUM = o J
¥y BUSINESS s
L % UNIT > Ty
¢ / .
WeslPembi;;a
Core Area ¥
T
l‘ .
L : ' : SAsy(ATCHEWﬁN
\l Ly 5 BUSINESS UNIT
|' LEGEND 3 S - :
+ Company Land ) '
s & GCompany Wells
O Business Unit Boundary |
T T—s ) ——
OFFERING SUMMARY
HUSINESS UNIT | LR s NET OFERATING | 1p voLumes™ 2P VOLUMES® P NPVIO™ 2P NPV102
o j 1 s (mmboe) immbae! (Smm) $mmy)
Cardium i 14,680 51 % 28.7 457 66.2 582 780
Saskatchewar ©.355 93% 21.8 36.4 63.1 730 1,270
AB and BC | 1,856 57% 012 7.5 131 73 134
TOTAL | sen 67% 503 | 896 142.4 1385 | 284

(1) Average based on Lease Upersting Statements lar-May 2016
(2) Caatipany actuals frem :
(3) Sprole Decamber 11, 2015 Reserves Report, lanuary 1, 2016 pricing per Spraule

3

e Operating Statements Jan-May 2016, average WTI price duning period was US$37.48/Mbl



Saskatchewan Business Unit Summary

Th B ](!\ | _t_ _tj__ ﬂ 5 k t i _BUSINESSUNIT l SASK;T-QTE;NAN
- The Bakken zane 15 the core asset within the Saskatchewan .
; - - : PRODUCTION® -tay 201
Business Unit and is one of Canadas largest unconventional : L
oil reservoirs with significant remaining recoverable volumes AieTagRINTadastion g
- Significant, high-working interest position in 286,000 net SRS | (L
acres of Contiguous Crown, Private Freehald, and Corporate | FINANGALS™ | Jan-May2016
Fee Title land Net Operating Income 21 B wm -
» Corporate Fee Title land of ~56,000 acres Capex 2.5 mm
« Lightstream’s land position n the Bakken reservoir is estimated Oper §15 5o
lo contain an PFHP ol '1).-'-5 biillion barr?!a wtll} curmulative fren Cash Fiow $10:3 tmin:
ek 2016} 3cross . G J S
recovery of 2.9% _Ugly _AC. 'l’b} acrass the Ianr.s —aES Sprovie 31-Dec 15
» Significant opportunity for EOR via both natural gas and T S
waler injection _
33 . ! . 2P Reserves Volumes 63,061 mbor
« Additional low risk development and exploration upside e e |
| provided by Mississippyan prospects el 1N | R E—
[ « ngh netback aof $23.07/boe‘” Undev:\loped Land 146,097 net acres
o . . ., i Booked Locatio 29
» 42.1-45.4 “API Bakken light oil production of 7,841 boe/d? coked facans ol
I . . z <) Unhooked Locations 721 net
» 30.2-33.0 "API Mississippian light oil production of 1,492 boe/d® —_—
» 32 boe/d®? of royalty production
+ 62.8 mmboe of 2P 1eserves (December 31, 2015)
« Total inventory of Bakken and Mississippian locations
(booked and Gnbaaked) of 80% and 209, respectively
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Saskatchewar: Pusiness Unit Opportunities

. : EOR PERFORMANCE CHART (16-34 PATTERN)
Lightstrear has developed the Bakken into an 1,400 - —
asset generaling significant free cashflow with
an extensive existing mfrastructure and large _ l ‘
inventory of infill, step-out and field extension 1,200 . 9
locations | l
Current inventory >800 Bakken drilling locations, 1,000 i
Lightstream has also implemented twa natural i
gas mnjection schemes, ene at Creelman and one g | b GRS
at Midale g 800 - —I—ﬂ--a §
» Patterns have demonstrated positive results and z ! e 3

enhanced recovery since operations began in 2011 5 lypt_tgn‘lqd_ L | £

. 9 and placed 3

EOR schemes are expected to increase the 3 Jon g *
recovery factor to 15 - 25% e
] . . . — {1 L oR 3
Sproule recognizes a total of 622 mboe of | !VlEOR Fal] I
rernaining reserves for the 16-34 EOR pattern I g
(December 31, 2015)
» EUR increased reserves by 32.5% due to

secondary recovery (to-date)
Majority of the Bakken landbase suitable for Fsb-0B Feb-00 Feb-10 Feb-11 Feb-12 Fen-13 Feb-14 Feb-15 Feb-16
either natural gas or waterflooding efforts @ EORBeneft it Prmary Prod. From Inf. Wel

M BaseProduction — Producing weli count

S MISSISSIPPIAN SIGNIFICANT GAS SHOWS MAP
Mississippian hydrocarbon - . ; ‘
accumulations exist along the | LEGEND b i T13
vanous‘subcr‘op edges of thg [ @ Company Mississippisn Land s .
formations and their sub-units, I Company Land e R |
as well in structurally defined % Significant Gas Show 4" [ T12
erosional highs 7 Mississippian Oll Pools* = L o 0K

Lightstream has developed a
large database of Mississippian
gas shows which, when

significantly de-risked a large

combined with seismic, has L
inventory of highly economic

Mississippian drilling locations

» Drilling down to the Bakken
provides a free look at the
Mississippian horizon I

Current total Mississippian
inventory of 209 locations

» Only 34 locations booked

Creelman/Frobisher discovery at
101/09-35-008-10W2/00 key

1T

T10

analog to further development | L
R12 RN

“Sharwin GeoEdges Inc.




Cardium Business Unit Summary

« Predictable base production of 14,879 boe/d""
declining at 14%

» Cardium Formation: 11,517 boe/d™; 61% Oil and Liguids |

» FalherNotikewin Formations; 2,884 boe/d™; 14% QOll ]
and Liquids

+ Attractive land base ot ~183,000 net acres of land ‘

|

|

| » Largely concentrated in the West Pembina and
Brazeau areas where horizental drilling and multi-
stage fracturing have unlocked additional reserves

» 152 468 net acres of Cardium Rights
» 31,504 net acres of Mannville Rights
Minimal expiry concerns in the most prospective areas

Almost 80% aof the 2P reserves are concentrated in
' West Pembina and Brazeau

- Very attractive LMR of 5,0 due to recent nature of
development

- Sufficient inventory avalable to achieve steady production
of ~15,000 hoe/d while generating free cash flow

» 430 booked, unbooked and contingent net

l BUSINESS UNIT CARDIUM

| PrODUCTION® Jan-May 2016 _.

[ Average Production 14,680 boe/d

Il Oil and NGLs 51%

[wacaisn | sy 206

] Ned Oparating [ncorme §28.7 mm
Capen $1.3 mm

i fipax $9.05/boe

| Frae Cash Flow $27.4 mm

i_KESERVES —— B S_pruul_eT-[zec_- 1_5

| 2P NPY @10% $780 mny

i 2P Reserves Volumes 66,231 mboe

; UPSIDE OPPORTUNITIES N

T-Undeva;r;eclland 7_7,0?net;?ra_s
Booked | ocations 151 nel
l_ln‘bnoked Lo_cftions 279 net

el , : e S :
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* Recent Comi)any activity has focused on the liquids- | || | EREN ‘ L j [T
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(2) Average based on Company Lease Operating Statements Jan-May 2016




Cardium Formation Opportunities
WEST PEMBINA EAST PEMBINA
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_ " CARDIUM LOCATION INVENTORY j
| CORE AREA | BOOKED | UNBOOKED | CONTINGENT NEED TO KNOW
[ West Fermiina oo | ss3 | 153 + Qil-wel hted focused arealc_urt_‘ently being exploited
eorremtis | 754 a2 | 88 with infllls and step-out drilling
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Other Cardium Business Unit Opportunities

to be optimally develnped

producing horizontal wells and current produclion of ~380 mmcfe/d

locations

BRAZEAU CORE AREA MAP
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Company Lend

Company Mannvilte Land
Company Notlkewin Wells
Company Falher Wells
Industry Notikewin Wells
Industry Falher Wells

Area Penelrations

Booked Mannville Locations
Unbooked Mannville Locations

Falher Fairway

« Existing Cardium infrastructure allows Mannville formations such as the Falher and Notikewin
. Considerable Mannville (Falher/Notikewin) industry activity in the Brazeau region with 204

- Lightstream has 5.1 net wells on production and to date an inventory of ~35 net Mannville
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Alberta and British Columbia Business Unit Summary

« The Alberta/BC Business Unit is :
comptised of the Swan Hills core asset |

Alberta and BC

|« The Swan Hills region features high
impact development andl exploration
upside with large DPIP of
~8 mmbblsection at Deer Mountain

|+ The Deer Mountain area also contains

| significant EOR potenlial due to [
proven projects in close proximity, '

| working interest

and other legacy production from I
Southern Alberta and West Central |

LTS owned infrastructure and a high

« 317 boe/d currently shut-in due to 3rd
party gas system contraints

| » Company is currently re-injecting
| solution gas to maintain oll production |

| BusINESS UNIT SWANHILS |  OTHERAB/BC |
| PRODUCTION®™ jin-May 2006 "
Average Production 787 howd | 1,000 boerd
| Oil and NGLs 56% | 3%
| INANQALS™ Jan-May 2016 i
' Net Operating incorne 19 mm 43 tmm
Capex 00 i ‘ 31 dram
Opex 19 m0e | $26,1 e
| Free Cash Flow 10,9 LCTL Si_‘\ mm o
| RESERVES ; Sproule 31-Dec-15.
2P NPV @10% | 1 7mm | 317 tm
L 2p Reserves Volumes 9,999 mhoe | 3130 mhos
UPSIDE OPPORTUNITIES | Epde T =1
T Undeveloped Land 15,403 nizt actes \ 196,258 net acres
Booked Locatians | 48 el 2 net
I Unbooked Loeatiors 331l | 0 net
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Process and Contacts

Lightstream Resources Ltd. has engaged TD Securities to manage a process 1o divest the Company’s
entire Canadian asset portfolio. The Company is a light oil-focused Canadian exploration and
production company with a diverse producing and resource portfolio. Although the offering is
separated into three packages (Saskatchewan, Cardium, and Alberta/British Columbia) the Company’s
strong preference is to complete an en bloc transaction.

It is the intention of the Company and TD to conduct the Offering process such that it minimizes any
disruption to the Company's operations. Interested Parties should not contact the Company
directly regarding any aspect of the Offering.

A Confidentiality Agreement can be found on the TD Energy Advisors website wwwtdenerqyadvisors corn,
Virtual data room access may be obtained upon executing and subrnitting a Confident lality Agreernent via
ornail to the attenition of Tom Hades (tomn hades@tdsecurities.com). All other inquiries, communications

or additional information requests related to the Offering should be directed to one of the following
individuals at TD Securities.

TD SECURITIES
TO Canada Trust Tower
Sulte 3600, 421 - 7th Ave S\W
Calpary, AR T2P AKY
Tel: 403-503-4848

TD Energy Advisors Investment Banking
Mark Kuhn Greg Saksida
Managing Director, Managing Director

Head of TD Energy Advisors T. 403 292 1806
T 403 503 4852 greg saksida@tdsecuirities.com
mark. kuhn@tdsecurities.com
Ruben Contreras, PEng Scott Barron
Director Managing Director
T: 403 503 4853 T 403 292 1283
ruken. contreras@tclsecurities.com scatt. barron@tdsecurities.com
Diego Cuba, PEng Michael Charron
Associate Vice President
1: 403 503 4859 T: AD3 299 8505
diego.cuba@tdsecurities.com michael.charran@tdsecurities.com

Timing

« Virtual Data Room: July 13, 2016

« Technical Presentations; Commencing week of July 20, 2016

« Indicative Offer to be Submitted: Week of September 19, 2016

: D



Disclaimer

snlely for informutional purposes and is being provided to assist prospective purchasers in
pensideing the inlerssr in beguining Lightsteam Resources Lid. {“Lighlsiream” or lha "Company”) and its subsidiaries.
Lightstréan has engiisd 1D Secwrities Inc. as iis sale finanelal advisor in conneation with 1his fransachon, By accepting this

dacumant, the resipien acknavledges that it has read, understood and accepted the tarms of fhis nofice,

This document was prepd

The distribution of this dacument n certain junsdictions may be resirieted by law and, accordingly, recipients of this
document represent thal they are entitled to receive this decument without contravention of any unfulfilled regisiration
requirements or other legal restrictions n the jurisdiction shey reside or conduct business in. This documen! may not be
distributed or publishied in the People’s Republic of China, except under circumstcinces that will resuli in compliance with

any applicable lavs and ragulatians.

This document does not consitule or form part of an offer, solicitation, advertisement, recammendation or invitgtion
far the sale, issuance or pwichase of secutities in Lightstream, its subsidiaries or any other entity, or any ot the business
assels deseribed herens. either this document, nor the fact of its distribution, shall form the basis of, or be relied vpon
in connection with, or acl as any inducerment 1o enter info, any contract or epmmitment whatseever with respect to such
secutities or assets. This document is nat and under no circumstances is fo be construed as {i) a praspecius, a public offering
or un oftering memaorandurn, ar (i) o repar, statamen), or opinion ot an expert, each as defined under applicable securities
laws. Without limitation, Lightetream’s securities have not been and will not be registered under the United States Securities
Act of 1933, as amended {the "3, Securitiss Act”) or applicable stale securifies laws, and may not be offered or sold in the
U.S. unless the securilies are registered under the U.S, Securities Act, or an exemption from the registrafion requirements of
the U.S. Secuilias Act and applicoble stale secutilies lows is availuble, Mo securities regulatory outhority in either the U.S.
or Canada has pussed upon ihe securities described herein or reviewed this presentation.

Mething in s dosurmant should be construed as giving legal, investment or other adwice of any kind. The recipiant should
consult its ewii professional advisors as to legal, tax and related matters cancerning an acquisition of Lightstream, its
subsidiaries o1 any of then husiness assels. This decument is intendad only lor persons reasonably believed to he sufficiently
expert 1o undarsiand the risks involved. The recipient should conduct its own investigation, anelysis and evaluation of these
assets. In poricular, any estimalis or projections or opinions contamed herein necessarly involve significant elements of
subjective judgmant, snalysis and assumplion ond each tecipient should satisfy itself in relation to such malters.

The infermation iy ths docoment, which does not purport 1o ba comprehensive and doss not filude all of the intarmation thet
o prospective purchaser may requins, has bhean providad by Lightelieam and other sources and hress not bsen independantly
vortfied by T0 Securifies. The information contoined herein must be considered oz o whole and selecting porfions of the
analyses without considering dll of the factors and analyses tagethar, could create a misleading view of the prasentation.
The prepdration ol o decument such as this is complex and is not necessarily susceplible to partial analysis or surmmary
desctiption. Any altemp! 1o do sn could lend to undue emphasis on any parlicdlar faclor or danalysis '

This preseftation may coniain farward-locking information relating 1o copital expenditures, future drilling, economic
predictions, drilling costs, production nates, cashy How, mvastment payouls, valuations and ather matters. These sfafemants
relate 1o future events or futue peftormonee. Forward looking statemants are ofton, but nat always, ldentifled Ly the use of
words such as “anficipate”, “plon”, “estimale”, “expect”, Jorecast”, “may”, “projest”, "believe” und similar expressions.
Forward-looking stetaments are bused on the epimons and estimdles of management at the date the stafements are made,
anel wre sulyect 1o a vinety of risks and uncertainties and other tactars thot could cause octiual evants or resulls to differ
materially ffam (hose prticipated n the forward-locking statements. Although Lightstream believes (hat (he expaclalions are
reasonable there can be ne assurance that such expectations will prave to be corract, We cannal guarantee luture rasulls,
level of aciivity, performance or achievements and there 1s po representation (kal the acfual results achieved will be the
samme, in whole or in part, as those set owt in the torward-loaking stalements. The ferward-loaking statements contained in
this presentation are e ly qualitied by this cautionary slatement. The forward-loaking statements made hersin relate
only to avents or information as of the date on which the statements are made.
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Disclaimer

In addition. ceruin disclasure in this presenfulion may constitute “anticipaied results” for the purposes of National
Instiument 51101 of fhe Conadian Securities Administrators because the disclosure in question may, in the opinion of
a reasanable person, indicate the potential value or quantities of resources affributable 1o assets. Anticipated resulls are
subject to numarous rigks and uncertdinties, including various geatechnical, geological, technical, operational, engineering,
commercial and technical visks. In addition, the gestechnical apalysis and engineeting to be conducted in respect of such
assels is incomplete. Such risks and uncertainties may render some such assels uneconomic or may cause the anticipated
results disclosed herein fo be inaccurate.

Mone of Llightstrear, T Securifies or any of lheir respeciive affiliates, direciors, officers, employees, shareholders,
partners, agents, represeniotivies, consultants or advisors (collectively, their “Representatives”), makes any representations
or warraniies, express or wapliel, as o the accuracy, reliability or completeness of this decument any revision thereof or any
other vritten ar aral infanmation made ovailoble {eollectively, the “Information”). Mone Lightstream, TD Securities or any
of their respective Pepresentatives uccepts any responsibility or Hability in relation to the accuracy or compleleness of the
Informalion, errors thersin o cmissions therefrom, and any liahility 1herefor is herehy expressly disclaimed. The recipien!
shall be entitled 1o raly solely an the representations and warranties, if any, made to it in any definitive purchase agreement
when and i one is executed. The recipient is responsible for satisfying itsell as to the accuracy and completeness of all
Infarmation,

Lightstieam and TD Securilies reserve the night to amend or replace this dotument at any time but have no obligation to do
so. Mone Lightstream, TD Secunities or fheir respeclivé Representatives undertakes any obligation to {i) update or otherwise
tevise or correct any inaccuracies which become apparent in the Infornation, or (i) pravide the recipient with access fo
any additisnal informatian. This docurnent shall not be deered an indiedlion of the state of affuirs of Lightsiraam and Its
subsidiaries nor shall i canstitute an Indication that there hos been no chenge In the business or affdire of Lightsttearm and
s subsidiaries since the dale hereot. Nothing herein is or should be relied upon as a promise or representation as e the
future

Lightsteam reserves the nght 1o: (i) negohate with one or more persans at any lime and to enter into o definitive purchase
agreement withou! prier nofice 1o the mcment or any ofhar person; (i) terminaie further participetion in the investigalion
and proposnl process by ony person; (i} recuast the retirn of this documenl and any other Information provided 1o the
recipient; and (iv) modily any procedures relaling 1o this process without assigning any reason therefor. The issugnce of
Whis document shiall pol be 1akan as any form of commitment or obligation on the part of Lightsiratim or TD Securities to
proceed with any fiahsoction. In no circumslances will Lightstream be respansible for any costs, losses or expenses incurred
in conneclion with any appraisal ar investigation by you of Lightstream, ils subsidiaries or their business ussets.

Al communications, inquirias ond requesis for information relating to this document should be addressed only to TD
Securities. The munageri=nt or olher employees of Lightstream or their afliliates should not be conlacted whether directly
or indirecity,

The recipient agrees with Lighistranm that it will not use this document or iy other hiformation fol dhy purposs other
than considering ifs interest in aequiring Lightstream, its subsidjaries or the busiress assete described herein, The recipient
further agrees that it will nat copy of reproduce in any aleciranic of physical lorm or distiibule, communicate, diselose or
otherwise make availalile in whole or in part to any other person, othar than its agants, representatives, directors, officers
and employees, this docurnent or any other Information. This document, as well as any othiar Infermation that subsequently
may be provided hy Lighisteam, TD Securities or their respectjve Répresentatives, and any copies of such Information, is
to be returned or destroved promptly upon request by any of Lighistraam, T0) Securities or their respective Rapresentatives.
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Bid Date: Week of September 19, 2016

Lightstream Resources Ltd.
Corporate Offering

Tatal productlion of 25,921 boe/d
-67% Oil and Liquids

- Low base decline rate of 23%
Long-life reserves; significant oil-in-
place with low current recovery
factors

- 142 mmboe of 2P reserves,
almast 50% PDP

- ~2.3 billion barrels of Discovered
Petroleum-Initially-in-Place
("DPIIP")

- Cardium Business Unit current
recovery factor of 3.3%

- Saskatchewan Business Unit
currenl recovery factor of 2.9%
Business provides compelling
upside from large inventory of
economic drilling localions and
secondary recovery projects
Strong environmental liability
position
- Alberta LMR: 3.22
- Saskatchewan LMR: 3.47
-BC LMR: 1,03

Centrica
CQ Energy Canada Partnership
Offering

Diverse portfolio of long reserve-life
producing assels

- 353 mmcfe/d net (Q1 2018
average), with an additional 50
mmcfe/d behind pipe

Operating cash flow for 2015 of
$150 million

High working interest, predominantly
operated facilities and infrastructure
- Throughput capacity of over 600
mmecfe/d

- Associated pipelines and gathering
network of approximately 12,850 km
Vast acreage position of 2.34
million net acres

Recoverable upside potential of
grealer than 5.3 tcfe spanning long
life, low decline dry gas in the
Plains and Foothills areas through
1o a deep inventory of low risk,
liquids-rich, overpressured gas in
the Moniney Formation

Highly experienced, fully-staffed

Dacuments

Key Contacts
Mark Kuhn

403 503 4852
Ruben Contreras
403 503 4853
Scott Barron

403 292 1283 WM
Michael Charron
403 299 8505

Bid Date: TBD

Documents

Key Contacts

Mark Kuhn

403 503 4852 I
Ruben Contreras
403 503 4853 Il
Scott Barron

403 292 1283 W
Michael Charron
403 299 8505

£ e
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team with strong technical
capabilities and established
systems and processes

Bonavista Energy
Corporation

British Columbia Asset Offering

Liquids-rich and overpressured
Montney resource play

- Core Montney land: >38,000 acres
(97% W); only 9 operaled horizontal
wells drilled)

Significant operaled land base

- Total net land: >330,000 acres
Majority operated, high working
interest production of approximately

6,000 boe/d (30% oil & liquids) as of

November 2015 field production
estimate

- Stable, low decline of 10%

- Approximately 750 boe/d currently
shut in

Virtual data room opening in
January 2016

Penn West Petroleum Ltd.
Western Canada Mineral Fee
Title Land Rights and Third

Party Royalty Interests Offering

Annualized 2015 revenue siream of
$11.6 million

Royalty produclion of approximately

840 boe/d YTD (69% oil & liquids)
as of July 2015

Top lier operators and diverse
quality land base across the WCSB
Significant Land Base

- Fee Land: ~228,000 acres

- Royalty Land: ~1.3 million acres

Bid Date: Post Bid

Documents

Key Contacts
Mark Kuhn

403 503 4852
David Leroux
403 503 4858 [
Kris Hokazono
403 503 4856 B
Michael Charron
403 299 8505

Bid Date: Post Bid

Documents

Key Contacts
Mark Kuhn

403 503 4852
Ruben Contreras
403 503 4853
Robert Masan
403 292 1282 W
Taso Arvanitis
403 299 8558 M
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Schedule B

Existing Indebtedness

Lender Outstanding Principal Amount Percentage True-Up Payment Made
and Individual Commitment or (Received)
Amount (Cdn §) (Cdn$)

The Toronto-Dominion Bank 43,267,412.61 11.6649% 21,182,334.45
The Bank of Nova Scotia 37,858,801.16 10.2067% (2,447,521.04)
Royal Bank Of Canada 37,858,801.16 10.2067% (2,447,521.04)
Canadian Imperial Bank of 35,801,890.61 9.6522% (2,314,544,52)
Commerce
Wells Fargo Bank N.A., 26,050,269.67 7.0231% (1,684,115.22)
Canadian Branch
Bank of America, N.A., Canada 23,706,657.14 6.3913% (1,532,603.79)
Branch
Credit Suisse AG, Toronto 23,706,657.14 6.3913% (1,532,603.79)
Branch

| HSBC Bank Canada 20,965,071.21 5.6522% (1,355,363.92)
Union Bank, Canada Branch 20,642,531.57 5.5652% (1,334,512.16)
Caisse Centrale Desjardins 18,707,293.73 5.0435% (1,209,401.61)
Alberta Treasury Branches 17,094,596.21 4.6087% (1,105,142.86)
Sumitomo Mitsui Banking 14,514,279.76 3.9130% (938,328.84)
Corporation of Canada
Canadian Western Bank 13,224,121.87 3.5652% (854,921.86)
United Overseas Bank Limited, 13,224,121.87 3.5652% (854,921.86)
Vancouver Branch
National Bank of Canada 12,364,015.94 3.3333% (799,317.15)
Business Development Bank of 11,933,963.31 3.2174% (771,514.83)
Canada
TOTAL: 370,920,485.00 100.0000% (0.00)
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SECOND AMENDING AGREEMENT

THIS SECOND AMENDING AGREEMENT is dated as of the 5th day of August, 2016,

BETWEEN:

LIGHTSTREAM RESOURCES LTD.
(the “Borrower”)

—and —

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
(together with the Borrower, the “Loan Parties” and each a “Loan Party”)

—and —

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A., CANADIAN BRANCH,
BANK OF AMERICA, N.A., CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA
(collectively, the “Lenders” and each a “Lender”)

—and —

THE TORONTO-DOMINION BANK
(the “Administrative Agent”)

RECITALS:

A. The Loan Parties, Administrative Agent, and Lenders are parties to a forbearance
agreement dated as of July 12, 2016, as amended by an amending agreement dated as of
July 27, 2016 (collectively, the “Forbearance Agreement”).
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B. The Loan Parties have requested certain amendments to the Forbearance Agreement,
including an extension of the Relief Period.

C. The Lenders and Swap Lenders have agreed to the Loan Parties’ request, subject to the
terms and conditions set out herein.

NOW THEREFORE THIS SECOND AMENDING AGREEMENT WITNESSES that, in
consideration of the mutual covenants and agreements contained in this Second Amending
Agreement and for other good and valuable consideration, the receipt and sufficiency of which
are acknowledged, the parties hereto agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Defined Terms. In this Second Amending Agreement, unless something in the subject
matter or context is inconsistent: (a) terms defined in the description of the parties or in the
recitals have the respective meanings given to them in the description or recitals, as applicable;
and (b) all other capitalized terms have the respective meanings given to them in the Forbearance
Agreement.

1.2  Headings. The headings of the Articles and Sections of this Second Amending
Agreement are inserted for convenience of reference only and shall not affect the construction or
interpretation of this Second Amending Agreement.

ARTICLE 2
AMENDMENTS

21  Amendments to Forbearance Agreement. The Forbearance Agreement is hereby
amended with effect as of August 2, 2016, as follows:

(@) The date “August 5, 2016” in Sections 3(a)(ii) and 7(a)(xii) is deleted and replaced with
the following date in both Sections: “August 12, 2016”.

(b) The date of “August 2, 2016” that appears two times in Section 3(g) (obtaining
commitments regarding a new credit facility and provision of a plan of arrangement in
form and substance satisfactory to the Lenders) is deleted and replaced in both places
with “August 9, 2016”.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

31 Representations. The Loan Parties represent and warrant to the Lenders that, as of the
date hereof:

(a) this Second Amending Agreement has been duly authorized, executed and delivered by
the Loan Parties and the Forbearance Agreement as amended hereby constitutes a legal,
valid and binding obligation of each Loan Party, enforceable against it in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium
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or other laws affecting creditor’s rights generally and subject to general principles of
equity, regardless of whether considered in a proceeding in equity or at law;

(b) the representations and warranties of the Loan Parties set forth in the Forbearance
Agreement are true and correct, except to the extent any such representation or warranty
is made as of a specified date, in which case such representation or warranty shall have
been true and correct as of such date;

(c) the Loan Parties are in full compliance with the covenants in the Forbearance
Agreement and Support Agreement and no Default or Event of Default has occurred
and is continuing other than the Specified Events of Default; and

(d) the SISP is ongoing and being conducted in accordance with the steps and timelines set
out in the Forbearance Agreement and none of the Loan Parties have taken any steps to
terminate or change the SISP.

ARTICLE 4
GENERAL

4.1 Acknowledgment and Agreement as to Process. The Loan Parties acknowledge and
agree that, pursuant to the Support Agreement and the Forbearance Agreement, in the event that
the CBCA Restructuring cannot be effected, a comparable transaction will be pursued pursuant
to a CCAA proceeding, including potentially a Credit Bid Acquisition. No transaction shall be
pursued or completed by the Loan Parties (including in a CCAA proceeding) that does not
provide for the unconditional and irrevocable repayment in full in cash of the Obligations,
without the written consent of the Lenders. If the CBCA Restructuring cannot be effected, the
Loan Parties covenant that they shall seek a form of CCAA Initial Order that is satisfactory to
the Lenders, including: (i) containing an express approval of a sales and investment process that
is consistent with the SISP (including having the same milestones set out therein, except that to
the extent a CCAA proceeding is commenced following the meeting of creditors in the CBCA
Restructuring (expected to occur on September 13, 2016), that the deadline for the submission of
indicative offers will be no less than 30 days following commencement of the CCAA
proceeding); (ii) a declaration that the Obligations owing to the Lenders shall be unaffected by
any plan of compromise or arrangement; (iii) providing for the payment of interest as and when
required under the Credit Agreement; (iv) containing court-ordered charges that, to the extent
such court-ordered charges rank in priority to or equal to the Security, are satisfactory to the
Lenders in both amount and priority; and (v) approving a cash flow forecast that is satisfactory to
the Lenders.

42 No Change in Restructuring Timeline. The Loan Parties acknowledge and agree that
the entering into of this Second Amending Agreement and the extensions of time provided for
herein will not delay, extend or otherwise impact on: (i) the SISP steps and timelines (including
whether as presently being conducted or as may subsequently be conducted in CCAA
proceedings); (ii) the steps and timelines for the completion of a CBCA Restructuring, Credit
Bid Acquisition, or other transaction to be effected under the CCAA; or (iii) the Outside Date.
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43  Effectiveness. This Second Amending Agreement shall become effective upon this
Second Amending Agreement being executed and delivered by the Loan Parties and the
Administrative Agent and approved by the Lenders in accordance with the Credit Agreement.
Except as specifically stated herein, the Forbearance Agreement shall continue in full force and
effect in accordance with the provisions hereof. As of the date hereof, any reference to the
Forbearance Agreement shall refer to the Forbearance Agreement as amended hereby.

4.4  Binding Nature. This Second Amending Agreement shall enure to the benefit of and be
binding upon the Loan Parties and Lenders and their respective successors and permitted assigns.

45  Conflicts. To the extent that there is any inconsistency or ambiguity between the
provisions of this Second Amending Agreement and the Forbearance Agreement or any other
Loan Document, the provisions of this Second Amending Agreement will govern to the extent
necessary to eliminate such conflict, inconsistency or ambiguity.

4.6 Governing Law. This Second Amending Agreement will be governed by and construed
in accordance with the law in force in the Province of Alberta and the federal laws of Canada
applicable therein, from time to time.

47  Execution. This Second Amending Agreement may be executed in any number of
counterparts (including by facsimile transmission or other electronic transmission) and by

different Parties in separate counterparts, each of which when so executed will be deemed to be
an original and all of which taken together will constitute one and the same instrument.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties have entered into this Second Amending Agreement as

of the date first above mentioned.

LIGHTSTREAM RESOURCES LTD.,

= o

Per:

Title‘g re;ic(!%t\a nd Chief Executive Officer

per A
Tame peter D. Scott
Senior Vice President

and CFO

Signature Page to Second Amending Agreement — Forbearance Agreement



1863359 ALBERTA LTD., as Loan Party

Y )N

jef Executive Officer

Per:

Title;lf’resident gnd Ch

Per: N —
gﬁge Peter D. Scott
Senlor Vice President
and CFO

Signature Page to Second Amending Agreement — F orbearance Agreement



LTS RESOURCES PARTNERSHIP, as
Loan Party, by its managing partner,

LlGHTSTl/{/P M RESOURC /72
Per:

[Eswient and Chief Executive Ofﬁoer

Per: ' —

Eﬁ;‘;e Peter D. Scott

Senior Vice President
and CFO

Signatwre Page to Second Amending Agreement — Forbearance Agreement



1863360 ALBERTA LTD., as Loan Party

O

1c.I0HN D. WR]GHT

Tltle President and Chief Executive Officer
Per: ) q‘ E ) :

?ﬁ;ﬂ?‘ Peter D. Scott
' Senlor Vice President

and CFO

Signature Page to Second Amending Agreement — F orbearance Agreement



BAKKEN RESOURCES
PARTNERSHIP, as Loan Party by its
managing partner, LIGHTSTREAM

A

NaigjoHN D. WRIGHT

Title: pegigent and Chief Executive Officer
Per. g — -
Name: Peter D. Scott
Title: Senior Vice President
and CFO

Signature Page to Second Amending Agreement — Forbearance Agreement



THE TORONTO-DOMINION BANK,
as Administrative Agent

I
.

Per: /
- ]
N.ame. N—;;,-”,C.‘ Ford
Title: Vice President. Loan Syndications-Agency
Per:
Name:
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



THE TORONTO-DOMINION BANK,
as Lender

Per: ' , e
W . | 5
Title: Managing DllJﬁ%C'tDT

Name: ' Glen Cameron
Title: Director

Signature Page to Second Amending Agreement — F\ orbearance Agreement




ROYAL BAI}K OF CANADA, as Lender

. K

Nanie: Kirsten Monaghan
Title: Senior Director

Per:

Name:
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



THE BANK OF NOVA SCOTIA, as

Lender ) ;
Per: jx/ _/_
N:ame: Clare Horan
Title: , t"“ Senior Manage
[ i U
Per: i
Name:

= =
Title: Neel Chopra
Director

Signature Puge to Second Amending Agreement — Forbearance Agreement



CANADIAN IMPERIAL BANK OF
COMMERCE, as Lender

Per: @Lﬁ\ i:(-r-\

Name:
Title: T RIYASAR)

Per:

Name: ) G BHOAN

Vice-President & Deputy

Signature Page to Second Amending Agreement — Forbearance Agreement



WELLS FARGO BANK N.A,,
CANADIAN BRANCH, as Lender

Name: 7 | VINDQUIST
Title: J{nmging I)?rcﬂnr

Per:

Name:
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement




BANK OF AMERICA, N.A., CANADA
BRANCH, as Lender

per. & Vil
Nafne: —
Title: Mam Ahlers
Vies President
Per;
Name:
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



CREDIT SUISSE AG, TORONTO
BRANCH, as Lender

Tide: AUTHORIZED SIGNATORY

Per: W
Name: Tarquy C."ldeﬂh-u;«z}r

Title: Authorized Signa y

Per:

Signature Page to Second Amending Agreement — Forbearance Agreement



HSBC BANK CANADA, as Lender

Per:W

Name: Natalie %ﬁes
Title: AVP Loan Management Unit

N

Name: PaulArving
Title: VP (l.oan Management Unit

RESTRICTED - Signature Page to Second dmending Agreement — Forbeairance Agirzement



UNION BANK, CANADA BRANCH, as
Lender

Per: r\L\ =~

: S
Name: Beau Filkowski
Title: Vice President

Per:

‘Name: )
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



CAISSE CENTRALE DESJARDINS, as

Lender
Per: { ?
Name: ZPrgpll fELATIEN
e VIcK  PREGDERT
Per:;
Name:
Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



ALBERTA TREASURY BRANCHES,
as Lender

Per: 7
Name: f4b 2l
G X )
litle: -/:)(,‘_4.,‘.)1;?‘“
Per: - S, ’ G\ e ———,
Name:  —
Title: Simon Biiggs

Senior Assotlate Direstor

Signature Page 1o Second Amending Agreement — I'orbearance Agreement



SUMITOMO MITSUI BANKING
CORPORATION QF CANADA, as

Lender
Per: ’L}

Name: Alfred Lee {)

Title: Managmg fector
Per:

Name:

Title:

Signature Page to Second Amending Agreement — Forbearance Agreement



CANADIAN WESTERN BANK, as

Lender
Per: o
Name:
Title: Kuno Ryckborst
Senlor Manager,
Enorgy & Corporate Banking
D g2
Pe:  ( ::}:f; SN
Name:——
Title: Arden Buskell
AVP & Manager, Energy Lending
& Corporata Banking

Signature Page to Second Amending Agreement - Forbearance Agreement



UNITED OVERSEAS BANK
LIMITED, VANCOUVER BRANCH, as
Lender

Per: %\

Name: John Gleason
Title: ED and GM

Per:

Name:
Title:

Lightstream - Signature Page to Second Amending Agreement — Forbearance Agreement



NATIONAL BANK
Lender

Per:

Per:

‘Name: AudreyNg ()
Title: Associate

Signature Page to Second Amending Agreement - Forbearance Agreement




BUSINESS DEVELOPMENT BANK
OF CANADA, as Lander

Per: @

Name: K
Title: "PIRECTDR.

ofett
BUGINESS LesTRUCTVRING
Per:

?d{n f?’: “&Gg}‘ Freve n
e AUe kL

Signature Page to Second Amending Agreement  Forbearance Agreement
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Execution Copy

SECOND FORBEARANCE AGREEMENT

BETWEEN

LIGHTSTREAM RESOURCES LTD.
as Borrower

—and —

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
as Loan Parties

—and —

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A., CANADIAN BRANCH,
BANK OF AMERICA, N.A., CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA
as Lenders

—and —

THE TORONTO-DOMINION BANK
as Administrative Agent

September 15, 2016



SECOND FORBEARANCE AGREEMENT

THIS AGREEMENT is made as of the 15th day of September, 2016 (the “Effective Date”),

BETWEN:

LIGHTSTREAM RESOURCES LTD.
(the “Borrower”)

—and -

1863359 ALBERTA LTD., LTS RESOURCES PARTNERSHIP,
1863360 ALBERTA LTD., AND BAKKEN RESOURCES PARTNERSHIP
(together with the Botrower, the “Loan Parties” and each a “Loan Party”)

—and -

THE TORONTO-DOMINION BANK,
ROYAL BANK OF CANADA,
THE BANK OF NOVA SCOTIA,

CANADIAN IMPERIAL BANK OF COMMERCE,
WELLS FARGO BANK N.A., CANADIAN BRANCH,
BANK OF AMERICA, N.A., CANADA BRANCH,
CREDIT SUISSE AG, TORONTO BRANCH,

HSBC BANK CANADA,

UNION BANK, CANADA BRANCH,

CAISSE CENTRALE DESJARDINS,

ALBERTA TREASURY BRANCHES,

SUMITOMO MITSUI BANKING CORPORATION OF CANADA,
CANADIAN WESTERN BANK,

UNITED OVERSEAS BANK LIMITED, VANCOUVER BRANCH,
NATIONAL BANK OF CANADA, and
BUSINESS DEVELOPMENT BANK OF CANADA
(collectively, the “Lenders” and each a “Lender”)

—and -

THE TORONTO-DOMINION BANK
(the “Administrative Agent”)

RECITALS:

A. The Borrower, Administrative Agent and Lenders, among others, have entered into a
third amended and restated credit agreement dated as of May 29, 2015, as amended by:
(i) a consent and first amending agreement dated as of June 30, 2015; and (ii) a second
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amending agreement dated as of December 2, 2015 (collectively, the “Credit
Agreement”).

B. The Borrower has issued: (i) US $650 million of 9.875% second lien secured notes due
June 15, 2019 (the “Secured Notes”) pursuant to a note indenture dated July 2, 2015 (the
“Secured Note Indenture”); and (if) US $254 million of 8.625% senior unsecured notes
due February 1, 2020 (the “Unsecured Notes”) pursuant to a note indenture dated
January 30, 2012 (the “Unsecured Note Indenture”).

& The Borrower did not cure on July 15, 2016, a required interest payment due June 15,
2016, under the Secured Notes, which is an event of default under the Secured Note
Indenture, which, pursuant to Section 16.1¢h) of the Credit Agreement, constitutes an
Event of Default (the “Secured Note Indenture Cross Event of Default”), and an event
of default under the Unsecured Note Indenture, which, pursuant to Section 16.1(i) of the
Credit Agreement constitutes a further Event of Default (the ‘“Unsecured Note
Indenture Cross Event of Default™).

D. The Borrower and certain holders of Secured Notes holding not less than 90% of the
aggregate amount of the obligations outstanding under the Secured Notes (collectively,
the “Supporting Secured Noteholders”) have entered into a support agreement dated
July 12, 2016 (as amended and restated by an amended and restated support agreement
dated August 26, 2016, and as may be further amended, supplemented, re-enacted or
replaced from time to time but only to the extent permitted hereunder, the “Support
Agreement™), the entry of which constituted an Event of Default pursuant to Section
16.1(g) of the Credit Agreement (the “Support Agreement Event of Default”).

E. Pursuant to the Support Agreement, the Supporting Secured Noteholders agreed to: (i)
support the CBCA Plan (as defined below), subject to the conditions in the Support
Agreement, and (ii) if the requisite votes are not obtained to implement the CBCA Plan,
credit bid their debt or propose an alternate transaction structure acceptable to the
Supporting Secured Noteholders and the Borrower, each acting reasonably, to acquire
substantially all of the assets of the Borrower pursuant to a transaction under the CCAA
with a closing date no later than December 31, 2016, and a replacement credit facility
would be arranged to repay in full in cash all of the Obligations upon the closing of such
acquisition (the “Credit Bid Acquisition”), as set forth in the Support Agreement.

F. The Borrower’s commencement of proceedings under the CBCA on July 12, 2016 (the
“CBCA Restructuring”), constitutes an Event of Default pursuant to Section 16.1(g) of
the Credit Agreement (the “CBCA Event of Default”). If the Borrower commences
proceedings under the CCAA, there would be another Event of Default under Section
16.1(g) of the Credit Agreement (the “CCAA Event of Default”).

G. The Borrower’s failure to eliminate the Borrowing Base Shortfall by July 28, 2016,
constitutes an Event of Default pursuant to Section 16.1(s) of the Credit Agreement (the
“Borrowing Base Shortfall Event of Default”).
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H. The Borrower did not pay on August 2, 2016, a required interest payment under the
Unsecured Note Indenture and which was not made within the 30-day cure period under
the Unsecured Note Indenture, which constitutes an event of default thereunder, which is
an Event of Default pursuant to Section 16.1(i) of the Credit Agreement (the “Unsecured
Note Payment Event of Default”, and together with the Secured Note Indenture Cross
Event of Default, the Unsecured Note Indenture Cross Event of Default, the Support
Agreement Event of Default, the CBCA Event of Default, any CCAA Event of Default,
and the Borrowing Base Shortfall Event of Default, the “Specified Events of Default”).

I. On July 12, 2016, the Loan Parties, Administrative Agent and Lenders entered into a
forbearance agreement (the “First Forbearance Agreement”), pursuant to which, infer
alia, the Lenders agreed to the Loan Parties’ request that they forbear from exercising
certain of their rights and remedies during the relief period set out therein in respect of
the Secured Note Indenture Cross Event of Default, the Unsecured Note Indenture Cross
Event of Default, the Support Agreement Event of Default and the CBCA Event of
Default.

I In accordance with the First Forbearance Agreement and the Support Agreement, the
Loan Parties commenced a sales and investment solicitation process (the “SISP”) that is
presently continuing and that will be continued in the event of a CCAA Restructuring, as
defined below, and which SISP presently includes and shall continue to include in the
event of a CCAA Restructuring the steps and timelines set forth in Schedule “A™ hereto.

K. On July 27, 2016, the Loan Parties, Administrative Agent and Lenders entered into an
amending agreement to the First Forbearance Agreement pursuant to which, inter alia,
the relief period under the First Forbearance Agreement was extended at the request of
the Loan Parties and the Lenders agreed to the Loan Parties’ request that they forbear
from exercising certain of their rights and remedies during the relief period in respect of
the Borrowing Base Shortfall Event of Default, and the Administrative Agent and the
Lenders exercised their rights under Section 16.3(e) of the Credit Agreement to “true-up”
the outstanding Aggregate Principal Amounts between the Operating Facility and the
Syndicated Facility.

L. On August 5, 2016, the Loan Parties, Administrative Agent and Lenders entered into a
second amending agreement to the First Forbearance Agreement pursuant to which, inter
alia, the relief period under the First Forbearance Agreement was further extended at the
request of the Loan Parties and the Lenders agreed to the Loan Parties’ request that they
forbear from exercising certain of their rights and remedies during such relief period.

M. On August 9, 2016, the First Forbearance Agreement terminated in accordance with its
terms as a result of the failure of the Loan Parties to meet the requirement thereunder to
have obtained commitments regarding a new credit facility, satisfactory to the Lenders,
by not later than August 9, 2016, which was an Additional Event of Default as defined in
the First Forbearance Agreement. Since that time, the Lenders have not taken any steps
to enforce their rights and remedies, whether under the Credit Agreement or otherwise,
but have not waived, and have otherwise reserved, all such rights and remedies.

02284-2103 21834982.12



-4-

N. The Loan Parties have received a revolving facility commitment letter dated August 26,
2016, from certain lenders, which provides for a new revolving credit facility with an
aggregate commitment of $400 million, the proceeds of which will be used to
indefeasibly pay the Obligations and to fund certain capital expenditures and operating
costs of the Loan Parties (the “Commitment Letter”), which Commitment Letter is
satisfactory to the Lenders in its current form.

0. As part of the CBCA Restructuring, the Borrower will receive additional cash proceeds
of approximately US$38.5 million from an offering of US$39.3 million aggregate
principal amount (issued with an original cash issue discount of 2%) of new 12% second
lien secured notes of the Borrower due 2020 (the “Second Lien Noteholder
Commitment”).

P, The Borrower is presently pursuing the CBCA Restructuring, which involves a proposed
plan of arrangement (the “CBCA Plan”) under the CBCA pursuant to which all of the
Secured Notes and Unsecured Notes are converted into equity of the Borrower and all
liens and guarantees in respect of either of them have been released and discharged,
accompanied by the repayment in full. If the CBCA Plan fails to be approved, the
Borrower intends to commence proceedings under the CCAA (the “CCAA
Restructuring”) to implement a transaction that will close by not later than December
31, 2016, and provide for the indefeasible repayment in full, in cash, of the Obligations
and the cancellation of all credit facilities under the Credit Agreement, whether pursuant
to the CCAA Plan or otherwise. Under the Support Agreement, the Supporting Secured
Noteholders agreed to proceed with the Credit Bid Acquisition, which may be used as a
stalking horse bid in the Borrowet’s SISP.

Q. The Borrower has requested that the Lenders agree to forbear in the Relief Period (as
defined below) from exercising their rights and remedies in respect of the Specified
Events of Default and Swap Documents Cross Events of Default (as defined below) and
in response thereto the Lenders have agreed to provide the interim relief set out herein, to
provide the Borrower with sufficient time in which to pursue and implement the CBCA
Plan or a CCAA Restructuring.

R. As a result of the Specified Events of Default, events of default have occurred under the
Swap Documents (collectively, the “Swap Documents Cross Events of Default”) with
the Swap Lenders and the obligations thereunder, absent this Agreement, would be
crystallized upon termination resulting in Swap Indebtedness owing by the Borrower to
the Swap Lenders. The Borrower has requested that the Swap Lenders similarly agree to
forbear in the Relief Period.

S. The Lenders and Swap Lenders are willing to forbear from exercising certain of their
rights and remedies in respect of the Specified Events of Default and Swap Documents
Cross Events of Default during the Relief Period, on the terms and conditions set out in
this Agreement.
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NOW THEREFORE, in consideration of the mutual covenants and agreements
between the Parties contained herein, and for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Parties agree as follows:

1. Interpretation

(a) Credit Agreement Definitions

Each capitalized term used and not otherwise defined in this Agreement shall
have the meaning given to it in the Credit Agreement.

(b) Other Definitions

In this Agreement the following terms have the following meanings:

@)
(i1)
(iii)
(iv)
)
(vi)

(vii)

(viii)

(ix)
(x)

(xi)
(xii)

(xiii)

02284-2103 21834982.12

« A dditional Event of Default” is defined in Section 7(a).
« Administrative Agent” is defined in the Recitals hereto.

“Agreement” means this agreement, including all Schedules, as it may
be supplemented or amended by written agreement between the Parties.

“RIA” means the Bankruptcy and Insolvency Act (Canada).
“Borrower” is defined in the Recitals hereto.

«Borrower Financial Advisors” means Evercore Capital L.L.C. and
TD Securities Inc. in their capacities as financial and asset sale advisors
to the Borrower.

“Borrowing Base Shortfall Event of Default” is defined in the
Recitals hereto.

«“Cash Collateralized LCs” means each Existing LC that has an expiry
date or auto-renewal date on or prior to December 31, 2016.

«Cashflow Forecast” is defined in Section 6(vi).

“CBCA” means the Canada Business Corporations Act (Canada).
“«CBCA Event of Default” is defined in the Recitals hereto.

“CBCA Interim Order” means the interim order sought in respect of
the commencement of the CBCA Restructuring and granted by the

Alberta Court of Queen’s Bench on August 5, 2016, and as amended on
August 29, 2016.

«CBCA Plan” is defined in the Recitals hereto.



(xiv)
(xv)
(xvi)
(xvi)
(xviii)
(xix)
(xx)
(xxi)
(xxii)
(xxiii)

(xxiv)

(xxv)
(xxvi)

(xxvii)
(xxviii)

(xxix)

(XXx)

(xxx1)
(xxxii)
(xxxiil)

(xxxiv)
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“CBCA Restructuring” is defined in the Recitals hereto.

“Claims” is defined in Section 4.

«CCAA” means the Companies’ Creditors Arrangement Act (Canada).
«CCAA Event of Default” is defined in the Recitals hereto.

“CCAA Plan” is defined in Section 3(g).

“CCAA Restructuring” is defined in the Recitals hereto.
«Commitment Letter” is defined in the Recitals hereto.

“Credit Agreement” is defined in the Recitals hereto.

«Credit Bid Acquisition” is defined in the Recitals hereto.

“DIP” is defined in Section 3()(vii).

“Effective Date” is defined in the Recitals hereto, and which shall also
be the date on which the conditions to the effectiveness of this
Agreement in Section 6 are satisfied.

“Existing LCs” is defined in Section 2(a)(viii).

“Exijsting Indebtedness” is defined in Section 2(a)(viii).

“First Forbearance Agreement” is defined in the Recitals hereto.
“Rorbearance Fee” is defined in Section 3(i).

“Intercreditor Agreement” means the Intercreditor and Priority
Agreement dated as of July 2, 2015 among the Administrative Agent,
Computershare Trust Company of Canada, as Second Lien
Representative, and the Loan Parties.

«1,C Cash Collateral” means the cash deposited by the Borrower to
the Administrative Agent as collateral security for contingent
obligations in connection with the Cash Collateralized LCs in
accordance with Section 10.12 of the Credit Agreement.

«Lender” and “Lenders” is defined in the Recitals hereto.
«Iender Financial Advisor” is defined in Section 3(d).
“Loan Party” and “Loan Parties” is defined in the Recitals hereto.

“Outside Date” is defined in Section 3(a).



(xxxV)

(xxxvi)
(xxxvil)
(xxxVviil)
(xxxix)
(x1)

(x1i)
(xlii)
(xliii)
(xliv)

(xlv)

(xivi)

(xlvii)

(xlviii)

(xlix)
®

(1))

(li)
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«Parties” means the Lenders, Swap Lenders, Administrative Agent and
the Borrower, collectively, and “Party” means any one of them.
“Releasees” is defined in Section 4.

“Releasors” is defined in Section 4.

“Relief Period” is defined in Section 3(a).

«Second Lien Noteholder Commitment” is defined in the Recitals
hereto.

«“Secured Note Indenture” is defined in the Recitals hereto.

«Secured Note Indenture Cross Event of Default” is defined in the
Recitals hereto.

«Gecured Notes” is defined in the Recitals hereto.

«SISP” is defined in the Recitals hereto.

“Specified Events of Default” is defined in the Recitals hereto.
“Support Agreement” is defined in the Recitals hereto.

“Support Agreement Event of Default” is defined in the Recitals
hereto.

“Supporting Secured Noteholders” is defined in the Recitals hereto.

“Swap Documents Cross Events of Default” is defined in the Recitals
hereto.

«Unsecured Note Indenture” is defined in the Recitals hereto.

“Unsecured Note Indenture Cross Event of Default” is defined in
the Recitals hereto.

«Unsecured Note Payment Event of Default” is defined in the
Recitals hereto.

“Unsecured Notes” is defined in the Recitals hereto.

(c) Rules of Interpretation

(A)  Number and Gender. In this Agreement, words signifying the
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singular number include the plural and vice versa, and words
signifying gender include all genders. Every use of the word
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(E)

(F)

(G)

(d) Schedules
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“including” in this Agreement is to be construed as meaning
“including, without limitation”.

Headings. Headings, subheadings and any table of contents or
index contained in this Agreement are inserted for convenience of
reference only, and will not affect the construction or interpretation
of the Agreement.

Subdivisions. Unless otherwise expressly stated, reference herein
to a Schedule or to an Article, Section, paragraph or other
subdivision is a reference to such Schedule to this Agreement, or
such Article, Section, paragraph of other subdivision of this
Agreement.

Time. Time is and will be of the essence of this Agreement. Unless
otherwise specified in this Agreement, time periods within which
or following which any payment is to be made or act is to be done
will be calculated by excluding the day on which the period
commences and including the day on which the period ends. If the
last day of the time period is not a Banking Day, the time period
will end on the next Banking Day.

Statutes, Regulations and Rules. Unless otherwise expressly stated,
any reference in this Agreement to any applicable Law is and will
be a reference to that applicable Law as amended, supplemented,
re-enacted or replaced from time to time, and, in the case of a
statute, shall include all regulations and rules in force and effect in
respect of such statute.

Monetary References. Whenever an amount of money is referred
to herein, such amount will, unless otherwise expressly stated, be
in Canadian Dollars.

Consent of the Lenders. Whenever the term “satisfactory to the
Lenders” or “acceptable to the Lenders” or “consent of the
Lenders” is used herein, the threshold for such satisfaction,
acceptance or consent shall be determined in accordance with the
terms of the Credit Agreement.

The following is a list of the Schedules to this Agreement:

Schedule “A”
Schedule “B”
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2. Acknowledgments

(a) Acknowledgments of the Borrower

The Borrower acknowledges, confirms, represents, warrants, covenants, and

agrees that:

®

(if)

(iii)

(iv)

™

(vi)
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each of the Recitals set out above is true and correct in all material
respects, and that such Recitals form an essential part of this
Agreement upon which the Lenders are relying;

except for the CCAA Event of Default (which has not yet occurred),
the Specified Events of Default have occurred and are continuing
during the Relief Period, and are each an Event of Default under the
Credit Agreement and other Loan Documents that entitles the Lenders
to immediately exercise their rights and remedies under the Credit
Agreement and the other Loan Documents and enforce Security in
respect thereof and under applicable Law;

except for the CCAA Event of Default (which has not yet occurred),
the Swap Documents Cross Events of Default have occurred and are
continuing during the Relief Period, and are each an event of default
under the Swap Documents that entitles the Swap Lenders to exercise
their rights and remedies under the Swap Documents and enforce
security in respect thereof and under applicable Law, all in accordance
with the terms of the Credit Agreement;

no Default or Event of Default under the Credit Agreement exists other
than the Specified Events of Default, and no default or event of default
under the Swap Documents exists other than the Swap Documents
Cross Events of Default;

the Lenders have not waived the Specified Events of Default and the
Swap Lenders have not waived the Swap Documents Cross Events of
Default, and nothing contained in this Agreement or the transactions
contemplated by this Agreement is or will be deemed to constitute any
such waiver;

the Credit Agreement, the Security, the other Loan Documents, the
Swap Documents, the Obligations, the Existing Indebtedness and the
Swap Indebtedness constitute legal, valid and binding obligations of the
Loan Parties, enforceable against them in accordance with their
respective terms, and the Lenders have and shall continue to have valid,
enforceable and perfected first priority Liens created pursuant to the
Security, subject only to Liens expressly permitted in the Loan
Documents and as may have otherwise been agreed to in writing by the
Lenders;



(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)
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to the knowledge of the Borrower, the Security has been properly
perfected and registered, as the case may be, in all applicable
jurisdictions;

as of the Effective Date, the Aggregate Principal Amount owing is
$370,920,485.00, together with the accrued interest, fees, costs,
expenses and other charges now payable by the Borrower to the
Lenders in accordance with the Credit Agreement and this Agreement,
as set out in Schedule “B” (including the Letters of Credit which
remain outstanding under the Credit Agreement as of the date hereof as
outlined in Schedule “B” (the “Existing LCs”)), plus the Swap
Indebtedness and all other Obligations owing by the Borrower
(collectively, the “Existing Indebtedness™);

as of the Effective Date, the aggregate amount of the Cash
Collateralized LCs is approximately $8.3 million, for which
$561,600.00 in LC Cash Collateral has been provided;

the Existing Indebtedness is unconditionally owing by the Borrower to
the Lenders, without any valid claim for set-off, counterclaim, damages
or any other defence of any kind, nature or description whatsoever;

absent this Agreement, the Lenders are otherwise entitled to
immediately accelerate and demand full payment of the Existing
Indebtedness;

the Loan Parties do not have any Claims of any kind whatsoever
against the Lenders, or any of its employees, advisors, officers,
directors, affiliates or representatives;

further interest, fees, costs, expenses and other charges shall continue to
accrue and be incurred on and in respect of the Existing Indebtedness in
accordance with the Credit Agreement, the other Loan Documents, the
Swap Documents and this Agreement in the applicable amounts and at
the applicable rates set out therein and herein;

subject to applicable Law and the relief granted by the Lenders and
Swap Lenders hereunder, the Lenders and Swap Lenders are and will
be entitled to the rights, remedies and benefits provided for in the Loan
Documents, the Swap Documents, this Agreement and under applicable
Law;

the Lenders and Swap Lenders have informed the Loan Parties that
they have conditionally agreed to forbear from exercising their rights
and remedies under the Credit Agreement and the Swap Documents in
respect of the Specified Events of Default and the Swap Documents
Cross Events of Default, respectively, only because the Parties have
agreed to the terms and conditions stated in this Agreement;
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(xvi) the SISP has been commenced and is being conducted in accordance
with the steps, timelines and details set out in Schedule “A” hereto;

(xvii) based on the advice of the Borrower Financial Advisors, whether
conducted in a CBCA proceeding, CCAA proceeding or otherwise, the
SISP is commercially reasonable in all respects (including the proposed
length thereof and the steps to be taken and the SISP milestones as
shown in Schedule “A”), and permits the Borrower to canvass
thoroughly the market with a view to the best interests of the Borrower
and its stakeholders, and that the Lenders are relying on this in entering
into this Agreement;

(xvili)  a Borrowing Base Shortfall occutred as set forth in the notice delivered
by the Administrative Agent to the Borrower dated April 29, 2016, and
is continuing. Pursuant to Section 16.1(s) of the Credit Agreement, the
failure to eliminate the Borrowing Base Shortfall by July 28, 2016, was
an Event of Default; and

(xix) as a result of the Specified Events of Default, including the Borrowing
Base Shortfall, the Borrower is not entitled to any Drawdown under the
Credit Agreement, and nothing in this Agreement alters or suspends
this or otherwise affects any of the Lenders’ rights or remedies in
respect of the Specified Events of Default.

(b)  Acknowledgments of the Loan Parties

Each of the Loan Parties acknowledges, confirms and agrees that it accepts and
does not and will not contest or dispute the wvalidity, truth and accuracy of the
acknowledgements, confirmations, representations, watrranties, covenants, and agreements of the
Borrower set out in Section 2(a) above. Each Loan Party represents and warrants that it does not
possess any knowledge that the Rorrower’s acknowledgements, confirmations, representations,
warranties, covenants, and agreements set out in Section 2(a) above are or may be incorrect or
incomplete in any way.

(c) Acknowledgement of Lenders

Notwithstanding any provision of the Intercreditor Agreement, including without
limitation the Standstill Period (as defined in the Intercreditor Agreement), the Lenders hereby
acknowledge and agree that the Supporting Secured Noteholders may immediately pursue the
Credit Bid Acquisition in any CCAA proceedings, as contemplated by the Support Agreement
and this Agreement, and in accordance with the terms of this Agreement, the Support Agreement
and section 6.2 of the Intercreditor Agreement.
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3. Relief

(a) Forbearance of Further Enforcement Action

In reliance upon the acknowledgments, confirmations, representations, warranties,
covenants and agreements of the Loan Parties contained in this Agreement, and subject to the
terms and conditions of this Agreement and any documents or instruments executed in
connection herewith, the Lenders agree to forbear from exercising their rights and remedies
under the Loan Documents and/or applicable Laws arising solely from any Specified Events of
Default, including the Swap Lenders and their right to terminate any of the Swap Documents or
their obligations thereunder solely because of the Swap Documents Cross Events of Default, for
the period (such period being referred to herein as the “Relief Period”) commencing on the
Effective Date and ending on the earlier of:

(1) indefeasible repayment in full, in cash of the Obligations, and the
cancellation of all credit facilities under the Credit Agreement;

(i1) 2:00 p.m. (Calgary time) on October 31, 2016, unless (A)
implementation of the CBCA Plan is delayed beyond this date solely
due to requisite approvals under the Investment Canada Act (Canada)
and/or Competition Act (Canada), in which case the applicable date
shall be 2:00 p.m. (Calgary time) on November 30, 2016 or (B) the
Borrower has commenced proceedings under the CCAA, in which case
the applicable date shall be 2:00 p.m. (Calgary time) on December 31,
2016; and

(ii1) the occutrence or existence of an Additional Event of Default,
(such earlier date being the “QOutside Date”).

Effective immediately on the Outside Date (except in the case of the occurrence of item (i)
above), the agreement of the Lenders and Swap Lenders to forbear from exercising their rights
and remedies as set forth herein shall automatically and without further notice, demand or any
other requirement by the Lenders made to the Borrower expire and be of no further force and
effect (but, for certainty, this Agreement shall not terminate and shall remain in full force and
effect), it being expressly agreed that the effect of such expiration will be to permit the Lenders
and Swap Lenders to exercise, without further notice or demand, their rights and remedies
immediately, including, without limitation, applying to a court of competent jurisdiction to
enforce any private or other remedies available to the Lenders or Swap Lenders or to seek the
appointment, subject to applicable Law, of any permanent or interim receiver or receiver and
manager or any trustee in bankruptcy under the BIA as against the Loan Parties, or to privately
appoint a receiver and manager ot receiver against the Loan Parties. The Outside Date may only

be extended with the written consent of the Lenders.

(b)  No Other Waivers and Reservation of Rights

No waiver or indulgence by the Lendets or Swap Lenders of any of their rights
and remedies hereunder, or under the Credit Agreement, Swap Documents, the Security, other
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Loan Documents or applicable Law shall be construed as a waiver of any other or subsequent
right or remedy of the Lenders or Swap Lenders, and no delay or omission in the exercise or
enforcement by the Lenders or Swap Lenders of their rights and remedies hereunder, under the
Credit Agreement, Swap Documents the Security, other Loan Documents or applicable Law
shall be construed as a waiver of any right or remedy of the Lenders or the Swap Lenders, and
they, subject to Section 4, reserve all rights, claims and remedies that they have or may have
against the Loan Parties hereunder or under the Credit Agreement, Swap Documents, the
Security, the other Loan Documents or applicable Law. Without limiting the foregoing:

@) the Lenders and Swap Lenders have not waived, and are not by this
Agreement waiving, and have no intention of waiving, any Default or
Event of Default (including the Specified Events of Default or the
Swap Documents Cross Events of Default) that exist or may be
continuing on the Effective Date or any Additional Event of Default
(whether the same as or similar to the Specified Events of Default or
otherwise); and

(ii) subject to Section 3(a) of this Agreement, the Lenders and Swap
Lenders reserve the right, in their sole discretion, to exercise any or all
of their rights or remedies under any of the Loan Documents or
applicable Law as a result of the Specified Events of Default, Swap
Documents Cross Events of Default, or any Additional Events of
Default, and the Lenders have not waived any such rights or remedies.

(c)  Tolling

As of the date hereof and continuing until 30 days following the Outside Date,
and whether or not demand for payment or a notice of intention to enforce security has
previously been delivered by the Administrative Agent or the Lenders to the Borrower, the
Parties hereby agree to toll and suspend the running of the applicable statutes of limitations,
laches or other doctrines related to the passage of time in relation to the Existing Indebtedness,
the Loan Documents (including the Security), the Swap Documents, and any rights, remedies or
benefits arising from the Loan Documents, the Swap Documents and any other related matters,
and each of the Parties confirms that this Agreement is intended to be an agreement to suspend
or extend the limitation period provided by Section 3(1)(a) of the Limitations Act (Alberta), as
well as the limitation period provided by Section 3(1)(b) of the Limitations Act (Alberta), in
accordance with the provisions of Section 7(1)- of the Limitations Act (Alberta), and any
contractual time limitation on the commencement of proceedings, any claims or defenses based
upon any applicable statute of limitations, contractual limitations, or any time related doctrine
including waiver, acquiescence or laches.

(d) Lender Financial Advisor

The Loan Parties acknowledge that PricewaterhouseCoopers Inc. has been
engaged as a financial advisor (the “Lender Financial Advisor”) to assist the Lenders in the
evaluation of the Borrower’s financial information, asset or business valuations, forecasts and
reporting as well as evaluating the CBCA Restructuring, SISP, potential CCAA restructuring,
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financings (including DIP/debtor-in-possession financings), equity infusions, take-overs, or other
restructuring proposals or proposed corporate transactions. The Borrower shall give full access to
the Lenders and/or the Lender Financial Advisor to its management, properties, projects, systems
and books and records-and will pay for the reasonable fees and disbursements of the Lender
Financial Advisor in accordance with the engagement letter with PricewaterhouseCoopers Inc.
dated June 28, 2016.

(e Interest

During the Relief Period, interest will continue to accrue and be payable to the
Lenders on the Obligations at the default rate provided in the Credit Agreement.

63) Reporting

During the Relief Period, and without limiting any reporting obligations of the
Loan Parties under the Loan Documents, the Borrower shall promptly upon request provide to
the Administrative Agent and the Lender Financial Advisor timely, complete and accurate
information regarding the Loan Parties and their property, assets, affairs, activities and
developments, including, without limitation:

(A) on the 15th calendar day and last calendar day of each month
(unless, in each case, such day is not a Banking Day, in which
case, the next Banking Day), a comparison report of actual versus
forecast results and a material variance analysis against the
Cashflow Forecast, which report shall be in form and substance
satisfactory to the Administrative Agent, acting reasonably, and
shall be provided to the Administrative Agent by not later than
5:00 p.m. (Calgary time) on the applicable day for the bi-monthly
period ending on such day, starting on Monday, September 15,
2016, in respect of the period from September 1, 2016 to
September 15, 2016 inclusive;

(B)  detailed updates on the status and progress of the CBCA
Restructuring and any CCAA Restructuring (including any
proposed debt financing commitment and the preparation of
definitive documentation in connection therewith, and the status of
negotiations of the CBCA Restructuring and any CCAA
Restructuring with stakeholders), on a weekly basis and, in any
case, promptly upon the request of the Administrative Agent or its
counsel or the Lender Financial Advisor;

(C)  the Borrower shall provide the Lender Financial Advisor and
counsel to the Administrative Agent, with access to the Borrower’s
financial advisors who are assisting with the SISP and shall
provide the Lender Financial Advisor and counsel to the
Administrative Agent with updates on the status and progress of
the SISP on a weekly basis and, in any case, promptly upon request
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of the Lender Financial Advisor or counsel to the Administrative
Agent, as follows:

(i) a list of any new parties signing non-disclosure agreements or
that have been given access to the data room in the past week;

(ii) any material written or oral communication between each
potential investor or purchaser and the Borrower or Borrower
Financial Advisors, including with respect to:

1) indications of interest or changes thereto (including
contemplated structure, sources of financing, timeline, and
other relevant matters);

2) withdrawal of participation in the SISP;
3) feedback after any site visit; and

4) potential investors or purchasers or their representatives
attending site visits or participating in management
meetings or communications with the Borrower or the
Borrower Financial Advisors; and

(iii) forthwith upon receipt of same by the Borrower and in any
event not later than one (1) Banking Day following receipt of same
by the Borrower: a copy of any bid, offer, term sheet, proposal or
agreement (whether binding or non-binding), process letter,
correspondence and other documents with respect to the SISP or
any proposed purchase and sale of all or any part of any Loan
Party’s assets out of the ordinary course or any recapitalization,
refinancing, restructuring or similar (ransaction and any material
notices related thereto,

provided that: (i) the Lender Financial Advisor and counsel to the
Administrative Agent, shall maintain the confidentiality of, and not
provide to the Administrative Agent or any other Lender any such
information in respect of the SISP; and (ii) but, for greater
certainty, the Lender Financial Advisor and counsel to the
Administrative Agent may report to the Administrative Agent and
other Lenders in generic or non-specific terms that maintains the
confidentiality of such information, including expressing any
views or opinions that they have formed upon receiving and
reviewing the information in question, and from and after the
commencement of any CCAA Restructuring, the Lender Financial
Advisor and counsel to the Administrative Agent may disclose to
any Lender which has executed a separate confidentiality
agreement satisfactory to the Borrower (acting reasonably) any of
the information provided pursuant to this paragraph (H(C)(iii);
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(D)  forthwith upon receipt of same by the Borrower and in any event
not later than one (1) Banking Day following receipt of same by
the Borrower: a copy of any notice received by any Loan Party in
which any creditor, landlord or other Person delivers a notice of
default, demand, claim, acceleration, termination, or enforcement,
or any threat or statement of intention to do any of the foregoing,
in respect of any alleged or actual claim or obligation of any Loan
Party, in an amount in excess of $1,000,000, including, for
certainty, any builders’ liens or construction liens placed on the
assets of any Loan Party;

(E)  immediate notice of any material adverse change after the date
hereof in the business, assets or financial condition of any of the
Loan Parties, or the occurrence of any Default, Event of Default,
Additional Event of Default or any event that with notice or lapse
of time or both would constitute an Event of Default or Additional
Event of Default; and

(F) all other information that is requested by the Administrative Agent
or the Lender Financial Advisor from time to time, acting
reasonably.

(2) CBCA Restructuring and SISP

At all times following the Effective Date, the Borrower shall conduct and advance
the CBCA Restructuring in accordance with this Agreement and the Support Agreement and the
timelines set forth herein and therein. The Borrower will not amend, supplement, re-enact or
replace the Support Agreement without the consent of the Lenders provided that such consent is
only required to the extent such amendment, supplement, re-enactment or replacement is adverse
to the Lenders. Without limitation: (i) a meeting of affected persons to vote on the CBCA Plan
shall have occurred by not later than September 30, 2016; (ii) the granting of a CBCA Final
Order approving the CBCA Plan, in form and substance satisfactory to the Lenders (acting
reasonably), shall have occurred by not later than October 7, 2016; (iii) the CBCA Plan shall be
implemented by not later than October 31, 2016 (save and except that if implementation is
delayed beyond this date solely due to requisite approvals under the Investment Canada Act
(Canada) and/or Competition Act (Canada), then implementation shall occur by not later than
November 30, 2016; and (iv) the CCAA Restructuring, including any plan of arrangement under
the CCAA (a “CCAA Plan”) or CCAA sale transaction, shall be implemented by not later than
December 31, 2016. The Borrower shall provide the Lenders with a copy of all draft CBCA
Restructuring, CCAA Restructuring or SISP documents substantially contemporaneously with
distribution to the holders of Secured Notes pursuant to the Support Agreement.

At all times following the Effective Date, the Borrower shall conduct and advance
the SISP with the objective of, among other things, soliciting, exploring, assessing and
negotiating possible transactions for: (i) capital investments in the Borrower’s business or any
part thereof; (ii) joint venture or partnership opportunities; and/or (iii) the sale of the Loan
Parties or their assets or any part thereof, in each case with a view to unconditionally and
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irrevocably repaying in full in cash all of the Obligations. No transaction shall be pursued or
completed by the Borrower that does not provide for the unconditional and irrevocable
repayment in full in cash of the Obligations, without the written consent of the Lenders. The
Lender Financial Advisor shall be provided access to any physical or electronic data room that
will be established in connection with the CBCA Restructuring, any CCAA Restructuring, Credit
Bid Acquisition, SISP, or any proposed debt financing commitment. Each transaction proposal
accepted by the Borrower pursuant to the Credit Bid Acquisition, SISP, or otherwise, must be
acceptable to the Lenders, but shall be deemed to be acceptable to the Lenders if: (i) it provides
for the unconditional and irrevocable repayment of the Obligations in full in cash; (ii) such
repayment in full shall occur on or before (A) the implementation date of the CBCA Plan and in
any event by not later than October 31, 2016 (save and except that if implementation is delayed
beyond this date solely due to requisite approvals under the Investment Canada Act (Canada)
and/or Competition Act (Canada), then implementation shall occur by not later than November
30, 2016), or (B) on or before the completion of the CCAA Restructuring, including the
implementation date of any CCAA Plan or closing date of any CCAA sale transaction, and in
any event not later than December 31, 2016; and (iii) the closing of such transaction is not
subject to conditions precedent that are not acceptable to the Lenders, acting reasonably.

The Borrower shall from time to time at the Administrative Agent’s or Lender
Financial Advisor’s request promptly cause its respective management and legal and financial
advisors, including the Borrower Financial Advisors and any chief restructuring officer
appointed, to make themselves available for any discussions or to provide any information
reasonably required by the Administrative Agent or the Lender Financial Advisor. The Borrower
shall provide, or cause to be provided to, the Lender Financial Advisor and Torys LLP, in its
capacity as counsel to the Lenders, with information as to the process of the SISP, the CBCA
Restructuring or the CCAA Restructuring, that either such party may reasonably request. In
addition, the Borrower; (a) shall provide, or cause to be provided to, the Lender Financial
Advisor with access to any data room that is set up in relation to the SISP, (b) shall provide the
Lenders with the same level of information and documents related to the SISP, CBCA
Restructuring, and CCAA Restructuring as it provides to holders of Secured Notes or Unsecured
Notes; and (c) shall provide the Lender Financial Advisor and Torys LLP with the same
‘nformation and documents related to the SISP, CBCA Restructuring, and CCAA Restructuring
as it provides to any advisor, consultant, representative or counsel of the Secured Notes or the
Unsecured Notes.

(h) Acknowledgment and Agreement as to Process.

The Loan Parties acknowledge and agree that, pursuant to the Support Agreement
and this Agreement, in the event that the CBCA Restructuring cannot be effected, a sale
transaction will be pursued pursuant to a CCAA proceeding. No transaction shall be pursued or
completed by the Loan Parties in a CCAA proceeding that does not provide for the unconditional
and irrevocable repayment in full in cash of the Obligations, without the written consent of the
Lenders. If the CBCA Restructuring cannot be effected, the Loan Parties covenant that they shall
seek a form of CCAA Initial Order that is satisfactory to the Lenders, acting reasonably,
including: (i) containing an express approval of a sales and investment process that is consistent
with the SISP (including having the same steps and timelines set out therein, except that to the
extent that a CCAA proceeding is commenced following the meeting of creditors in the CBCA
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Restructuring (expected to occur not later than September 30, 2016), the deadline for the
submission of indicative offers will be no more than 30 days following commencement of the
CCAA proceeding); (ii) a declaration that the Obligations owing to the Lenders shall be
unaffected by any plan of compromise or arrangement; (iii) providing for the payment of interest
as and when required under the Credit Agreement; (iv) containing court-ordered charges that, to
the extent such court-ordered charges rank in priority to ot are pari passu with the Security, are
satisfactory to the Lenders in both amount and priority; and (v) approving a cash flow forecast
that is satisfactory to the Lenders.

(i) Forbearance I'ee

The Borrower shall pay to the Administrative Agent, on behalf of the Lenders, a
non-refundable fee (the “Forbearance Fee”) to compensate such Lenders for the additional time
incurred and to be incurred, and the costs and risks borne and to be borne, in connection with the
forbearance contemplated herein and in monitoring the ongoing affairs of the Borrower, as
follows: (i) $150,000 to be paid on the Effective Date; and (ii) $175,000 to be paid earlier of (A)
the implementation date of the CBCA Plan, and (B) the date immediately prior to the date of
commencement of any CCAA Proceeding, to be paid to the Lenders, to be divided proportionally
based upon their Individual Commitment Amounts. The Forbearance Fee is in addition to all
other fees, interest, costs and expenses payable in connection with the Loan Documents, and may
be charged by the Administrative Agent to any account of the Botrower maintained by the
Administrative Agent. The fees will be fully earned by the Agent on the date hereof despite any
failure by any Party to comply with any other term of this Agreement.

)] Additional Agreements

The Borrower agrees to the following, and the Credit Agreement is hereby
amended accordingly irrespective of whether the Relief Period terminates or not:

@A) Adherence to Agreements. During the Relief Period, the Borrower shall
strictly adhere to all of the terms, conditions and covenants of this
Agreement, the Loan Documents and the Swap Documents, including,
without limitation, terms requiring prompt payment of principal,
interest, fees and other amounts when due, except to the extent that
such terms, conditions and covenants are otherwise specifically
amended by this Agreement.

(ii) Corporate Status. The Loan Parties shall maintain their respective
existence as valid and subsisting corporations or partnerships, as
applicable, except for the continuance and amalgamation of the
Borrower as contemplated under the CBCA Plan.

(iii) Public Disclosure Obligations. The Borrower shall comply with all of
its public disclosure obligations.

(iv) Spending Restrictions. During the Relief Period, the Borrower shall
not: (i) make any material acquisitions or investments; (ii) engage in
any new hedging activities; (iii) consensually create any further Liens,
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provided that, subject to the Second Lien Note Intercreditor Agreement,
any steps taken for or on behalf of the holders of Secured Notes
necessary to ensure that their existing security is valid and perfected,
including the filing of additional liens and fixed charges to perfect such
existing security shall be permitted; (iv) make or provide any capital
contributions or financial assistance to third parties; (v) make any
discretionary bonus payments to any management or employees;

(vi) make any expenditures except in accordance with the Cashflow
Forecast, subject to a negative variance not to exceed 15% in the
aggregate on a cumulative basis (as tested on a bi-monthly basis),
without the prior written consent of the Lenders, but excluding
expenditures relating to required payments by the Borrower during the
Relief Period pursuant to independent operator notices and any
required reimbursement of professional and advisory expenses incurred
during the Relief Period; or (vii) make any payment to or in respect of
Secured Note Indenture or Unsecured Note Indenture, or the holders of
the Secured Notes ot the Unsecured Notes, including any payment of
fees or expenses of the indenture trustee or the holders of Secured
Notes or the Unsecured Notes, or their respective advisors, unless and
until the Obligations have been repaid in full. Notwithstanding the
foregoing, the Loan Parties may pay the fees and expenses of the ad
hoc committee of holders of Secured Notes in accordance with the
Cashflow Forecast.

Operation of Business. Notwithstanding anything else in the Loan
Documents, the Loan Parties shall not, other than in the ordinary course
of business and consistent with past practice, incur or enter into any
new material liability or obligation, of any nature or kind, during the
Relief Period, except in accordance with the CBCA Restructuring, any
CCAA Restructuring or SISP, without the prior consent of the Lenders.

Liens. The Borrower shall remain current in the payment of any
obligations to its employees and governmental obligations (including
all taxes and the remittance of all source deductions and sales taxes for
which any of the Loan Parties is responsible) or any other payable or
other secured claim that is capable of ranking in priority to or pari
passu with the Obligations.

Right of First Refusal regarding DIP Financing and Insolvency
Proceeding. To the extent the Borrower receives any solicited or
unsolicited offer(s) from any party other than the Lenders regarding a
debtor-in-possession financing (“DIP”), the Borrower shall provide
such offer to the Lenders on the same Banking Day such offer is
received, and the Lenders are hereby granted a right of first refusal over
any such offer(s), which may be exercised by the Lenders within five
(5) Banking Days of receiving such offer.
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(viii) Bank Accounts. The Borrower will not, and will not permit any other
Loan Party to, establish or maintain any operating accounts, deposit
accounts or other bank or securities accounts with any financial
institution except the Administrative Agent.

(ix) Cash Collateralization of Letters of Credit. The Borrower shall provide
L.C Cash Collateral for all of the Cash Collateralized LCs (except the
Cash Collateralized LCs for which LC Cash Collateral has already been
provided, as acknowledged in Section 2(a)(ix)) from existing cash on
hand in the face amount of each applicable Cash Collateralized LC as
follows: (i) $2,700,000 on the Effective Date; and (ii) the balance on
September 26, 2016, and such LC Cash Collateral will be held and
applied in accordance with Section 10.12 of the Credit Agreement. This
cash collateral arrangement shall be effected by the Agent restricting
the applicable amounts from the Borrower’s cash on hand without
further notice or instruction. The Loan Parties agree to take all such
further actions or execute all such further documents that may be
reasonably requested by the Administrative Agent to give effect to the
foregoing.

(%) Notices to Agent. The notice information for the Agent in Section
20.1(b) of the Credit Agreement is hereby deleted in its entirety and
replaced with the following:

(i) For Drawdowns, Rollovers, Conversions and Repayments:
The Toronto-Dominion Bank, as Agent
Ernst & Young Tower
222 Bay Street, 15th Floor
Toronto, Ontario MSK 1A2
Attention; Vice President, Loan Syndications-Agency
Fax: (416) 982-5535
E-mail; tdsagencyadmin@tdsecurities.com
(ii) For all other notices:
The Toronto-Dominion Bank, as Agent
TD Bank Tower
66 Wellington Street West, 9th Floor
Toronto, Ontario M5K 1A2
Attention: Vice President, Loan Syndications-Agency
E-mail: Andrew.Ford@tdsecurities.com
4. General Release / Covenant Not To Sue

In consideration of, among other things, the Administrative Agent’s and Lenders’
execution and delivery of this Agreement, each of the Loan Parties, on behalf of itself and their
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respective agents, representatives, officers, directors, shareholders, advisors, employees,
subsidiaries, affiliates, successors and assigns (collectively, “Releasors”), hereby forever waives,
releases and discharges, to the fullest extent permitted by applicable Law, each Releasee {rom
any and all claims (including, without limitation, crossclaims, counterclaims, claims of lender
liability, rights of set-off and recoupment), actions, causes of action, suits, debts, accounts,
interests, liens, promises, warranties, damages and consequential damages, demands, judgments,
executions, costs, expenses or claims whatsoever (collectively, the “Claims”), that such Releasor
now has or hereafter may have, of whatsoever nature and kind, whether known or unknown,
whether arising at law or in equity, against any or all of the Administrative Agent, the Lead
Arranger, the Lenders, the Issuing Lenders and the Swap Lenders in any capacity and their
respective affiliates, subsidiaries, shareholders and “controlling persons” (within the meaning of
any applicable Laws), and their respective successors and assigns and each and all of the
officers, directors, employees, agents, attorneys and other representatives of each of the
foregoing (collectively, the “Releasees”), in each case based in whole or in part on facts, whether
or not now known, existing before the Effective Date, that relate to, arise out of or otherwise are
in connection with:

1) any or all of the Obligations, Loan Documents, transactions
contemplated hereby or any actions or omissions in connection
therewith;

(ii) any aspect of the dealings or relationships between or among the Loan

Parties, on the one hand, and any or all of the Administrative Agent, the
Lead Arranger, the Lenders, the Issuing Lenders and the Swap Lenders,
on the other hand, relating to any or all of the indebtedness, documents,
transactions, actions or omissions referenced in clause (i) hereof; or

(iii) any aspect of the dealings or relationships between or among any or all
of the Agent, the Issuing Lenders and the Lead Arranger, on the one
hand, and the Lenders and the Swap Lenders, on the other hand, to the
extent such dealings or relationships relate to any or all of the
indebtedness, documents, transactions, actions or omissions referenced
in clause (i) hereof.

and the Loan Parties are not aware of any such Claims against any of the Releasees. The entering
into of this Agreement by the Loan Parties shall constitute a ratification, adoption, and
confirmation by such Parties of the foregoing general release of such Claims against the
Releasees that are based in whole or in part on facts, whether or not now known or unknown. In
entering into this Agreement, the Loan Parties consulted with, and have been represented by,
legal counsel and expressly disclaims any reliance on any representations, acts or omissions by
any of the Releasees and hereby agrees and acknowledges that the validity and effectiveness of
the releases set forth above do not depend in any way on any such representations, acts and/or
omissions or the accuracy, completeness ot validity hereof. Each of the Loan Parties, on behalf
of itself and all other Releasors, hereby absolutely, unconditionally and irrevocably, covenants
and agrees with and in favor of each Releasee that it will not sue (at law, in equity, in any
regulatory proceeding or otherwise), and will not encourage or support, directly or indirectly, any
other Releasor or other Person in suing, or commencing any proceedings or exercising or
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purporting to exercise rights or remedies against, any Releasee on the basis of any Claim
released, remised and discharged by the Borrower hereunder. The provisions of this Section 4
shall survive the termination of this Agreement, the Credit Agreement, and the other Loan
Documents, and payment in full of the Obligations. Notwithstanding the foregoing, the foregoing
releases and covenants not to sue shall not apply, as to any Releasee, to any Claim which is
determined by a court of competent jurisdiction, in a final and non-appealable judgment, to have
resulted from the gross negligence, wilful misconduct, or breach of this Agreement of or by such
Releasee.

5. Representations and Warranties

Fach of the Loan Parties hereby represents and warrants to the Lenders as
follows:

(1) this Agreement, the Loan Documents, the Swap Documents and any
other agreements or documents entered into pursuant to this Agreement
have been duly authorized, executed and delivered to the Lenders and
the Swap Lenders by them, as applicable to the extent a party thereto,
are in full force and effect, as modified hereby, and constitute legal,
valid and binding obligations enforceable against it in accordance with
their terms;

(i1) each of the representations and warranties made by on or behalf of the
Loan Parties to the Lenders in any of the Loan Documents and Swap
Documents was true and correct when made, and in all material
respects, or in all respects to the extent such representations and
warranties are already qualified by materiality, remains true and correct
on the Effective Date (except to the extent stated to be made only as of
a specified date, and except to the extent that any such representation or
warranty is not true or correct by virtue of the Specified Events of
Default), with the same full force and effect as if each of those
representations and warranties had been made by the applicable Loan
Party on the date of, and within, this Agreement;

(iii) there is no matter, fact or event that is known to it that has not been
disclosed to the Lenders that is likely to have a material adverse effect
on the performance of their obligations under this Agreement, and it
has conducted such investigations as it considers reasonably necessary
to make this representation and warranty;

(iv) all remittances owing by the Loan Parties to the federal and provincial
governments and agencies in respect of income taxes, provincial sales
tax, goods and services tax, harmonized sales taxes, employee payroll
remittances, wages, pension plan obligations, vacation pay and similar
obligations and source deductions are current and in good standing; and

02284-2103 21834982.12



v)

-23.

the authorization, execution and delivery and performance of this
Agreement by it will not violate any applicable Law or any order,
declaration or judgment binding on it, any consent, license, permit or
approval to which it is party or beneficiary, or any agreement to which
it is a party and will not result in, or require, the creation or imposition
of any lien on any of its assets, property or undertaking.

6. Conditions to Effectiveness

This Agreement, including, without limitation, the agreement of the Lenders to
forbear enforcement contained herein, shall not be effective unless and until:

(i)

(ii)

(iii)

(iv)

™)

(vi)

(vi)

(viii)
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the Lenders have received a copy of this Agreement, duly authorized,
executed and delivered by the Loan Parties;

the Administrative Agent shall have received $150,000 on account of
the portion of the Forbearance Fee due on the Effective Date, and
$2,700,000 on account of the required LC Cash Collateral pursuant to
Section 3()(ix);

the reasonable legal fees and expenses of Torys LLP, and the fees and
expenses of any other advisor or consultant to the Lenders (including,
without limitation, the Lender Financial Advisor), for which invoices
have been provided to the Borrower prior to the Effective Date, have
been paid,;

no Default or Event of Default (other than the Specified Events of
Default) has occurred and is continuing;

the Support Agreement remains in full force and effect, unamended,
and has not been terminated;

the Borrower has provided an operating budget setting forth the weekly
forecasted revenues and expenses from the Effective Date through to
and including the December 31, 2016, which budget shall be in form
and substance satisfactory to the Lenders, acting reasonably (the
“Cashflow Forecast”);

the preliminary interim order granted in respect of the commencement
of the CBCA Restructuring and the CBCA Interim Order shall be and
remain in full force and effect, unamended; and

the Lenders shall have received a certificate of an officer of each of the
Loan Parties indicating that each of the representations and warranties
set forth in Section 5 is true and correct in all material respects and that
no Default or Event of Default (other than the Specified Events of
Default) has occurred and is continuing.
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7. Events of Default under the Agreement

(a) Events of Default

The following shall each be and be considered to be an “Additional Event of
Default” under this Agreement (without limiting any event, action or occurrence that constitutes
a Default or Event of Default under the Credit Agreement or any other Loan Document):

()

(i)

(iii)

()

V)

(vi)
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any Event of Default (other than the Specified Events of Default and
Swap Documents Cross Events of Default) that is existing as of the
Effective Date or that may occur at any time on or after the Effective
Date;

non-payment of interest, principal or other amounts when due in
accordance herewith, or any other monetary obligations set out herein;

if the obligations under the Secured Notes, Secured Note Indenture,
Unsecured Notes, or Unsecured Note Indenture are accelerated or if the
trustee under the Secured Note Indenture issues a notice to the
Administrative Agent under section 5.1(a) of the Second Lien Note
Intercreditor Agreement between the Lenders and the Secured Note
holders;

if any material breach by any Loan Party or the Initial Consenting
Holders (as defined in the Support Agreement) occurs under the
Support Agreement or the Support Agreement is terminated;

if the Support Agreement or SISP are amended, supplemented, re-
enacted or replaced in any manner that the Lenders determine, in their
sole discretion, are materially adverse or prejudicial to their interests,
without the prior written consent of the Lenders;

if any CBCA Restructuring transaction or CCAA Restructuring
transaction or other document or pleading is filed (including a plan of
arrangement or CCAA Plan) by the Borrower in the CBCA
Restructuring or any CCAA Initial Order, or any order is sought or
granted in the CBCA Restructuring or any CCAA Restructuring, that is
not in form and substance satisfactory to the Lenders, acting
reasonably, or if the CBCA Restructuring is unsuccessful (including, as
a result of a failure to obtain the requisite approvals of affected persons
voting on the CBCA Plan at a meeting of affected petsons to vote on
the CBCA Plan or the court’s refusal to grant a CBCA Final Order in
form and substance satisfactory to the Lenders) and is not replaced
reasonably promptly by a CCAA Initial Order in form and substance
satisfactory to the Lenders, acting reasonably, pursued pursuant to a
CCAA proceeding;



(vii)

(vii)

(ix)

()

(xi)
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failure by the Borrower to satisfy any of the CBCA Restructuring or
any CCAA Restructuring or SISP milestones, approvals, steps, and
other requirements by the dates set out herein or in the Support
Agreement (as the same may be amended in accordance with the
Support Agreement, provided such amendment is not materially
adverse or prejudicial to the Lenders’ interests, as the Lenders’
determine in their sole discretion, without the prior written consent of
the Lenders), the result of which failure is adverse or prejudicial to the
Lenders’ interests, as determined in their sole discretion, without the
prior written consent of the Lenders, provided that the failure to satisfy
any of the foregoing milestones, approvals, steps, and other
requirements in respect of the CBCA Restructuring shall not be an
Additional Event of Default if such failure is followed reasonably
promptly by the commencement of the CCAA Restructuring and the
CCAA Initial Order is in full force and effect and in form and
substance satisfactory to the Lenders, acting reasonably;

any Loan Party, as the case may be, fails to comply with, breaches, or
defaults in the performance or observance of any of the terms,
conditions, covenants, agreements or undertakings under or provided
for in the Commitment Letter or the Second Lien Noteholder
Commitment, or in any definitive documentation entered into by such
Loan Parties in connection therewith, or any Commitment Letter,
Second Lien Noteholder Commitment or definitive documentation are
otherwise terminated;

if the mandate of the Borrower Financial Advisors is terminated for any
reason and a new financial advisor satisfactory to the Lenders, is not
engaged within 10 Banking Days following the earlier of the Borrower:
(i) receiving notice from the Borrower Financial Advisors, or any one
of them, of such termination, or (ii) otherwise having actual knowledge
of such termination;

failure by the Borrower to provide reports or other information when
required pursuant to this Agreement (and such failure continues for a
period of three (3) Banking Days following the earlier of the Borrower:
(i) receiving notice of such failure from the Administrative Agent, and
(ii) having actual knowledge thereof);

other than in respect of the CBCA Restructuring or any CCAA
Restructuring, any insolvency, bankruptcy, restructuring or similar
proceedings described in Sections 16.1(f) and (g) of the Credit
Agreement are commenced by or against any of the Loan Parties, in
Canada or elsewhere, or any action is taken by any of the Loan Parties
in furtherance of any such proceedings;



(xii)

(xiii)

(xiv)

(xv)

(xvi)
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any Loan Party, as the case may be, fails to comply with or defaults in
the performance or observance of any of the terms, conditions,
covenants, agreements or undertakings under or provided for in this
Agreement;

any Loan Party, as the case may be, fails to comply with, breaches, or
defaults in the performance or observance of any of the terms,
conditions, covenants, agreements or undertakings under or provided
for in the other Loan Documents (other than in respect of the Specified
Events of Default or other Additional Events of Default set out
elsewhere in this Section 7(a)) and such failure continues for a period
of 2 days following the earlier of the Borrower; (i) receiving notice of
such failure from the Administrative Agent, and (ii) having actual
knowledge thereof, provided such period shall not, in any event, extend
past the Relief Period;

if the CBCA Interim Order or CCAA Initial Order are replaced,
amended or varied in any manner that is not satisfactory to the Lenders,
acting reasonably, or if the CBCA Interim Order ceases to be in full
force and effect, unless the CCAA Restructuring is commenced
reasonably promptly thereafter and the CCAA Initial Order is in full
force and effect and in form and substance satisfactory to the Lenders,
acting reasonably;

enforcement by any creditor of any material claim or Lien against the
Borrower or any of its assets, property or undertaking (and for the
purpose of this clause, a claim or the aggregate value of multiple claims
held by the same or related Persons shall be material if in an amount in
excess of $10,000,000); and

any challenge is made to the legality, validity, binding nature or
enforceability of this Agreement, the Obligations, the Existing
Indebtedness, the Credit Agreement, Security, or any other Loan
Document by any Loan Party.

(b) Events of Default

Nothing in this Agreement shall prejudice the Lenders’ or Swap Lenders’ rights to
pursue any of their remedies including, without limitation, enforcing the Security: (i) prior to the
effectiveness of this Agreement; (i) upon the Outside Date (whether arising from the expiration
or termination of the Relief Period or otherwise); or (iii) in respect of rights or remedies other
than in respect of the Specified Events of Default and the Swap Documents Cross Events of

Default.
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8. General Provisions

(a) Entire Agreement

This Agreement, together with the other Loan Documents and the agreements and
other documents to be delivered pursuant to this Agreement, constitute the entire agreement
between the Lenders on the one hand, and the Loan Parties on the other hand, pertaining to the
subject matter of this Agreement and supersedes all prior agreements, understandings,
negotiations and discussions, whether oral or written, of the Parties, and there are no
representations, warranties, waivers or other agreements between the Parties in connection with
the subject matter of this Agreement except as specifically set out in this Agreement, the Loan
Documents or any other agreements and documents delivered pursuant to this Agreement.

(b) LC Acknowledgement

The parties acknowledge and agree that notwithstanding anything else set forth in
the Loan Documents, the Existing LCs are to be treated as Fronted Letters of Credit for purposes
of Atticle 10 and Section 16.3 of the Credit Agreement.

(c) Severability

If the whole or any portion of this Agreement or application thereof to any
circumstance will be held invalid or unenforceable to an extent that does not affect the operation
of this Agreement in a fundamental way, the remainder of this Agreement or its application to
any circumstance other than to which it has been held invalid or unenforceable, will not be
affected thereby and will be valid and enforceable to the fullest extent permitted by applicable
Law.

(d) [oan Documents

In all respects, other than as expressly set out herein, the provisions of the Credit
Agreement, Swap Documents and the other Loan Documents shall continue to apply unamended
and shall remain in full force and effect, and all such Loan Documents are hereby specifically
ratified, restated, and confirmed by all Parties hereto as of the Effective Date. This Agreement is
and shall be deemed to be a Loan Document for all purposes of the Credit Agreement.

(e) Governing Law

This Agreement will be governed by and construed in accordance with the law in
force in the Province of Alberta and the federal laws of Canada applicable therein, from time to
time.

()  Attornment

The Parties hereto do hereby irrevocably submit and attorn to the non-exclusive
jurisdiction of the courts of the Province of Alberta for all matters arising out of or relating to
this Agreement or any of the transactions contemplated thereby and to the extent legally
permitted, waive any right they may have to, or to apply for, trial by jury in connection with any
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matter, action, proceeding, claim or counterclaim arising out of or relating to the Agreement or
any of the transactions contemplated hereby.
(g) Conlflicts

To the extent that there is any inconsistency or ambiguity between the provisions
of this Agreement and the Credit Agreement or any other Loan Document, the provisions of this
Agreement will govern to the extent necessary to eliminate such conflict, inconsistency or
ambiguity.

(h) Further Assurances

The parties hereto shall execute and deliver such supplemental documents and
take such supplemental action as may be necessary or desirable to give effect to the provisions
and purposes of this Agreement, all at the expense of the Borrower.

(1) Enurement

This Agreement shall be binding upon and enure to the benefit of each of the
Parties and its respective successors and permitted assigns.

) Costs and Expenses

The Borrower hereby absolutely and unconditionally agrees to pay to and fully
indemnify the Lenders, on demand by the Lenders at any time and as often as may be required,
whether or not all or any of the transactions contemplated by this Agreement are consummated,
all reasonable fees and disbursements of any counsel to the Lenders, any other consultant
(financial, appraiser, technical, or otherwise, including any Lender Financial Advisor) or agent
and all other expenses incurred by the Lenders in connection with this Agreement or the Loan
Documents, including, without limitation: (a) reasonable legal expenses in connection with the
preparation, negotiation and interpretation of this Agreement, the other agreements or documents
contemplated by this Agreement or the Loan Documents; (b) all reasonable expenses of advisors
and consultants to the Lenders (including, for certainty, (i) legal expenses on a full indemnity
basis and (ii) all costs and expenses of any advisor or consultant incurred in connection with the
protection and enforcement of this Agreement or the Security, or the SISP, or in connection with
any proceeding in respect of bankruptcy, insolvency, winding up, receivership, dissolution,
reorganization, liquidation, moratorium, arrangement or assignment for the benefit of creditors
involving any Party, in each of the foregoing events whether under the CBCA, BIA, CCAA, or
any similar federal, state, provincial or foreign bankruptcy, insolvency, reorganization,
receivership or similar law. To the extent the Borrower does not satisfy such existing and future
fees and disbursements, and other expenses that are due and payable under this Agreement or the
Credit Agreement within 14 days of receiving an invoice in respect of such fees and
disbursement or notice of expenses that are due and payable, the Borrower specifically
authorizes the Administrative Agent to debit from any of the Borrower’s accounts with the
Administrative Agent the amount of any such existing and future fees and disbursements, and
other expenses that are due and payable under this Agreement or the Credit Agreement. Details
of such debits made to any bank accounts of the Borrower shall be provided promptly to the
Borrower by the Administrative Agent. The Borrower specifically waives all rights it may have
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to assess any of the legal, agents or other fees previously paid or payable by the Administrative
Agent to its solicitors or payable to its solicitors, agents or others in connection with or in any
way related to the Borrower up to the date of this Agreement arising under any law or statute.

(k) Survival of Representations and Warranties

All representations and warranties made in this Agreement or any other document
furnished in connection herewith shall survive the execution and delivery of this Agreement and
such other document, and no investigation by the Lenders or any closing shall affect the
representations and warranties or the rights of the Lenders to rely upon such representations and
warranties.

)] Assignment

The Loan Parties shall not be entitled to assign any of their respective rights
and/or obligations hereunder or any interest herein without the prior written consent of the
Lenders.

(m)  Execution

This Agreement may be executed in any number of counterparts (including by
facsimile transmission or other electronic transmission) and by different Parties in separate
counterparts, each of which when so executed will be deemed to be an original and all of which
taken together will constitute one and the same instrument.

[The remainder of this page is intentionally left blank]
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date first
above mentioned.

LIGHTSTREAM RESQURCES LTD,,

as Borrower
Per: -
Name: Peter D, Scott
Title: Senior Vice President
and CFO
Per:
Name:
Title:

Second Forbearance Agreement - Lightstream



1863359 ALBERTA LTD., as Loan Party

Per: @

Name: Peter D. Scott

Title: Sanlor Vice President
and CFO
Per:
Name:
Title:

Second Forbearance Agreement - Lightstream



LTS RESQURCES PARTNERSHIP, as
Loan Party, by its managing partner,
LIGHTSTREAM RESOURCES LTD,

/

Per:
Name: Peter D, Scott
Title: Senlor Vice President
and CFO
Per:
Name:
Title:

Second Forbearance Agreement - Lightstream



1863360 ALBERTA LTD., as Loan Party

Per: @-/’

Name: Pegter D. Scott
Title:  Sanior Vice President

Per: and CFO

Name:
Title:

Second Forbearance Agreement — Lightsiream



BAKKEN RESOURCES
PARTNERSHIP, as Loan Party, by its
managing partner, LIGHTSTREAM

RESQURCES LTD.
{"\
Per:
Name: :
Title: Senior Vice President
and CFO
Per:
Name;:
Title:

Second Forbearance Agreement - Lightstream



THE TORONTO-DOMINION BANK,
as Administrative Agent

- ljjz

Name: Andrew Ford
Title:  yicq President, Loan Syndications-Agency

Per:

Name:
Title:

Second Forbearance Agreement — Lightstream
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THE TORONTO-DOMINION BANK,
as Lender

Per:

Name: DavidRadomsky
Title: Managing Director

Per:

Mame: Glen Cameron
itle: Director

Second Forbearance Agreement — Lightstream
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ROYAL BANK OF CANADA, as Lender

Per: Wil

Name: /%, |
Title:  “¢, o 1

Per:

Name:
Title:

Second Forbearance Agreement — Lightstrean



THE BANK OF NOVA SCOTIA, as

Lender

_/;‘.5 /'J" /
F L A
Per: T

Name; Clare Horan

Tile: irector
- 1% e

Name:  (__Neel Chopra
B Director

Second Forbearance Agreement — Lighistream

02284-2103 21834982.12
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CANADIAN IMPERIAL B NK OF
COMMERCE, as Lendgh 4

Per: nﬂ')lé;é—w?\l

Name: Vice- presi/ent & Deputy

Title: .
:. A
Per; \-‘ e & ‘\( .
Name: SUPRIYA, SARIN
Thies Senior Diragior

Second Forbearance Agreemant - Lightstream



WELLS FARGO BANK N.4,,
CANADIAN BRANCH, as Lender

Pet:
Name: /g?“ﬁ ADQUIST
Title: waging Divectoy
Per:
Name:!
Title:

Second Forbearance Agreemnent~ Lighistredin

02284-2103 2(834982,12
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BANK OF AMERICA, N.A., CANADA

BRANCH, as Lender

Per: e E
Jame: JAMES K.G. CAMPBEELL
Title: DIRECTOR

Per:
Name:
Title:

Second Forbearance Agreement — Lightsiream



CREDIT SUISSE AG, TORONTO
BRANCH, as Lender

Per: &[1( ?ﬁ@" : §g§
Named! N-ORDYS

Title: /ﬁuTHOMZED SIGNATORY
o /—\/"

Per:

Name: .+~

Titley/”  Chyis Gage
\uthorized gignatory

Second Forbearance Agieement — Lightstream
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HSBC BANK CANADA, as Lender

P Lo

Name: Natalie Coa@i

Title: AVP, Lo anagement Unit
Per:

Name: Paul frving
Title: VP, Loan Management Unit

Second Forbearance Agreement — Lightstream

02284-2103 21834982.12



UNION BANK, CANADA BRANCH, as
Lender

Per:

Name:  ~Bosu Fllkowski
Title: Vice President

Per;

Name:
Title:

Second Forbearance Agreement — Lightstream

02284-2103 21834982.12



CAISSE CENTRALE DESJARDINS, as
Lender """“

Per: ~{"‘/ /W

Name: V. fr' AV p;g»y]"
Title:

Per:

Name: A ,
Neme: [/ @ LaT T Uch
HAUAG &R

Second Forbearance Agreement —~ Lightstream

Erreur ! Nom de propriété de document inconnu.
02284-2103 21834982.10



ALBERTA TREASURY BR-ANCHES,

as Lender L//.K Q\ﬂ

Name: 7?{.5{:; M, /Gﬂ

e * Lnns Vot

Narae:  Kovin Kynosh
Title:  Senlor Director Enstay

Per:

Second Forbearance Agreement — Lightstrearn

02284-2103 21834982.12



SUMITOMO MITSUI BANKING
CQORPORATION OF CANADA, as

Lender
G2 k/’f) ;
Per: & | / ‘;,Z’ \
Name: Alfred Lee” u
Title: Managing Direc
Per:
Name:
Title:

Sepond Forbearance Agreemeni — Lighistream

02284-2103 2183498212



CANADIAN WESTERN BANK, as

- Ly

Name; .

Title: Senior Manager,
Energy & Corporate Banking

Per:
ame: [V
Title: Amin Haque
Manager,
Enorgy & Corporate Baning

Second Forbearance Agreement — Lightsiream
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UNITE‘D OVERSEAS BANK
LIMITED, VANCOUVER BRANCH, as
Lender

Per: 5’2&4& / 630/@/
Namc‘y" /

Title: Jane Taylor

VP, Corporate Banking
Per;

Name:
Title:

Second Forbearance Agreement — Lightstream

02284-2103 21834982,)2
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NATIONAL
Lender

Per:
Name
Title
Per:
Narne:
Title:

Second Forbearance Agreement = Lightsirean

ggﬁela Becker
ector

Credit Capital Markets
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BUSINESS DEVELOPMENT BANK
OF CANADA, ak Lender

Per:

Per:

N

NEH}F Rujsell W. French

Title: asdstant.Vice President, BRY
MM

Nay/ ~ 7 Scott Overes

Tite: Dirgctor, Syndicated Financing

Directeur, Financement syndiqué
‘Wholesale Financing | Financernent indirect



SCHEDULE "A"

SISP

Activity Deadline

Opening of Virtual Data room July 13,2016

Commencement of Technical Presentations Week of July 20, 2016

Indicative offers submitted Week of October 7, 2016

Closing of a SISP transaction in accordance December 31, 2016
with the second paragraph of section 3(g) of
this Agreement

02284-2103 21834982.12
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Introduction

Lightstream Resources Ltd. (the “Company”) has engaged TD Securities Inc. ("TD") to manage a
process to divest all of the Company’s assets (the "Offering”). The Company is a predominantly-
light oil Canadian exploration and production company with a focused asset portfolio in three core
areas. Bakken, Cardivm, and Swan Hills, Interested parties are encouraged to review the Offering

| from an asset value perspective, independent of the current capitalization.

|..
|
|
|
]
[
|

- High-netback, light oil production base
» Strong operating netback of $17.18/boe driven by low operating costs of
$12.57/boe® and a light oil-weighted production stream

» AT current pricing, 'L’|%htstream’s assets generate strong free cash fiow 10
support future growt

. Two major core areas account for 93% of current production
» Total production of 25,921 boe/d; 67% QOil and Liguids?
» The vast majority of Lightstream’s production comes from two Business Units:
» The Cardium Business Unit: 14,680 hoe/d (51% Oil and Liguids)®
y The Saskatchewan Business Unit: 9,355 boe/d (93% Oil and Liquids)™
» Low base decline rate of 23%

« Long-life reserves; significant oil-in-place with low current recovery
factors

» 142 mmboe of 2P reserves, almost 50% PDP?; 15 year RLI

» ~2.3 billion barrels of Discovered Petroleum-Initially-in-Place (“DPIIP")
y Cardium Business Unit current recovery factor of 3.3%
y Saskatchewan Business Unit current recovery factor of 2.9%

» Business provides compelling upside from large inventory of economic
drilling locations and secondary recovery projects

» 486 booked™, 1,036 unbooked drilling locations

» Secondary recovery projects implemented in the Bakken and the Swan
Hills core areas with natural gas flood and waterflood ultimate recoveries
expected to be 15-25%

- Strong environmental liability position®
» Alberta LMR: 3.22
» Saskatchewan LMR: 3.47
» BC LMR: 1.03

INVESTMENT
HIGHLIGHTS

(1) Based on May 2016 Lease Operating Statement values
(2) Averaye biased on Lease Operating Statements Jan-May 2016

(3) Sproule December 31, 2015 Reserves Report, lanuary 1, 2016 pricing per Sproule
() As of June 2016

s




Business Highlights

; Production of 25,921 boeld™ concentrated in three oil and liquids-rich core assets resufts
| in high netbacks, predictable declines and strong support for over 1,500 booked and
unbooked drilling locations.

OFFERING MAP
" el 1
ﬁ g 2P RESERVES NPV @ 10%®
g%
3o
%
ALBERTA AND BC [
BUSINESS UNIT
i
— A i
g:l;";rlgf ¥ Saskalchewan W Cardium B ABend BC }
. o i
LAND
: ' Total Working Interest Net Acces | 850,291
i ¢ : | FeeOnly Acres |
: - i Average Working interest |
Tl , |, Rugally Only Acres ]
CARDIUM [ 7 '
BUSINESS _
UNIT |- g
y
i Y
WasanmblnnJ
Core Area -
X i Bakken
L . SASKATCHEWAN
k‘l\ i : , '#, BUSiNESS UNIT Core AroR
LEGEND T - -
°  Company Land i
» & Company Wells ‘ & s
71 Buslness Unit Boundary : y
o "T"J—”_
OFFERING SUMMARY
o e e T
I BUsINESS UNIT PROE?JTC-A}.LONm : ot *‘2‘&{#&”‘“‘ NETNC::%Em(Tz:NG 1P VOLUMES™ 2PVOLUMES® | 1P NPVIOD ] 2P NPv1Om
g B ; -.f'-t-\.-';(-/a'} ! ol ' CRA unnhoes ] -r‘.-nruh»-vl o {Emen) o 1ol )
S A Sl Lo TN e RSP e NESS, IR Ut RS R S ARt as 8 B (1
! Cardium ! 14,680 | 51% 287 45,7 66.2 582 /80
Saskatchewan | 9,355 | 93% PR 364 63.1 730 1,270
AB and BC 1,886 ! 57% 07 75 134 73 134
TOTAL . 25,921 ‘ 67% 50.3 89.6 142.4 1,385 2,184

(1) Average hased on Lease Operaling Statements Jan-May 2016
{2) Company actuals from Lease Operating Statements Jan-May 2016, average W1l price during periotd was US$37,48/bbl
(3) Sproule December 31, 2015 Reserves Report, January 1, 2016 pricing per Sproule
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Saskatchewan Business Unit Summary

, R BUSINESS UNIT SASKATCHEWAN
\ » The Bakken zone is the core asset within the Saskalchewan et Ja,;;M'a'",'bm'—'i
Business Unit and is one of Canada’s largest unconventional | = oo nii e
'[ oil reservoirs with significant remaining recoverable volumes QUi U 9,355 baerd
| Significant, high-working interest position in 286,000 net LOUANANCLS, o reilermesiientissa
| acres of Contiguous Crown, Private Freehald, and Corporate : |FNanaase 1 JanMag 2016
’ Fee Title land ! Net Operaling Income 421 8 mm i
{  » Corporate Fee Title land of ~56,000 acres Capex ; $2.5 mm |
+ Lightstream’s land position in the Bakken reservoir is estimated Opex | sis0sboe |
ta contain an DPIIP of 1.4Ii3:illon barrels with cumulative Fres Cash Flow | 4193 mm
recavery af 2.9% (uly 2016) actass the lands e e =
=t . ) | RESERVES Sproule 31-Dec-15 '{
» Significant opportunity for EOR via both natural gas and L ol

.

water injection
Additional low risk development and exploration upside
provided by Mississippian prospects
High netback of $23.07/boe™®

2P Reserves Volumes

Undeveloped Land

UPSIDE OPPORTUNITIES .[

|
|

63,061 mbhoe
146,047 net acres

i
-
]
|
I

| % 42.1-45.4 °API Bakken light oil production of 7,841 boe/d” | E°zk*‘it'icl”lic""f _ 293 "
| » 30.2-33.0 °API Mississippian light oil production of 1,492 boe/d® St .. MRS
I » 32 boe/d® of royalty production
{ + 62.8 mmboe of 2P reserves (December 31, 2015)
« Total inventory of Bakken and Mississippian locatjons
(booked and unbooked) of 805 and 209, respectively
U ———————— et s —
BAKKEN CORE AREA MAP
y ' ' T13
f oo ey e —
lis ‘!{ *  Company Land L!,r'.g.
Ly e & Company Fee Land '2-{.::‘ ¢ 42
s% Company WI Wells 4 ] ot
i » % Company Royally Wells -E:.ﬁ oL il [ia)
' 5 . B GasPlanl : %Lﬂ F?!H T
A N B P — il il i .LFa = 1
Ty ! L W ‘e i i
"\;I" 1 :’.:'j _ -—l:'ITiIH[!F "'!' s
_\." - I.if':[r } ;,1 § -. & J
by ".I [1:2% ﬂ '.-E
' . 1 g L
.- O -
[ eeenD @ G
& I'Cnn;i:any Land ! = : A _‘ Innes 3
»4 Company Wells : = W jj=l~ Gas Plant 4 (|1 '
D siippanee, el 3 sy
1V S |
s |
L % T | ow
R12 R11 R10 RY Ra R7 R6

(1) Based. on May 2016 Lease Operating Staternent values
(2) Average based on Company field estimate production
(3) Average basetl on Campany Lease Operating Statements Jan-May 2016
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Saskatchewan Business Unit Opportunities

pr s

« Lightstream has developed the Bakken into an
asset generating significant free cashflow with
an extensive existing infrastructure and large
inventory of infill, step-out and field extension
locations

Current inventory =800 Bakken drilling locations,
Lightstream has also implernented two natural
gas injection schemes, one at Creelman and one
at Midale

» Patterns have demonstrated positive results and
enhanced recovery since operations began in 2011

« EOR schemes are expected to increase the
recovery factor to 15 - 25%

Sproule recognizes a total of 622 mboe of
remaining reserves for the 16-34 EOR pattern
(December 31, 2015)

» EUR increased reserves by 32.5% due to
secondary recovery (to-date)

Maijority of the Bakken landbase suitable for
gither natural gas or walerflooding efforts

|
|
1
|
l

EOR PERFORMANCE CHART (16-34 PATTERN)

1,400

1,200

Calendar Day Oil (bbls)

800+,

Feb

1,000| *

! Originat
Injactlon
el driiled

i 0

Natural Gas Iﬂler.tk:n I

=

Yand placed
on primary

] productlon |

]

"] MISSISSIPPIAN SIGNIFICANT GAS SHOWS MAP

11 EorBenest [~
L Jd

* Primary Prod. From in, Well
~ Producing well count

-8 Feb-09 Feb-10 Feb-11 Feh-12 Feh-13 Fah-14 Feh-15 Feh-16
EOR Benefit
B Base Praductlon

Number of Wells

Mississippian hydrocarbon D pm————
accumulations exist along the

various subcrop edges of the :
formations and their sub-units, !
as well in structurally defined
erosional highs

+ Lightstreamn has developed a i
large database of Mississippian
gas shows which, when

combined with seismic, has
significantly de-risked a large
inventory of highly economic

Mississippian drilling locations
» Drilling down to the Bakken

iy =
( LEGEND i T3
I
%! Company Misslsslppian Land w i

'{ Company Land o L
. % Significanl Gas Show "I e -

i ] R | i
l () Misslsslppian Oll Pools* a £ @ _.!Iaﬁ ! o UH
L - = L ]

T m ;

1 {5E ™

T10

provides a free look at the
Mississippian horizon

- Current total Mississippian

» Only 34 locations booked

» Creelman/Frobisher discovery at
101/09-35-008-10W2/00 key

-.
|
i
1
i
. : |
inventory of 209 locations ;
|
|

analog to further development

R12 RN

*Sherwin GeoEdgeas Ing,




Cardium Business Unit summary

i ) ) ) i | BUSINESS UNIT | CARDIUM
» Predictable base production of 14,879 boe/d™ i [P SRR }u
. declining at 14% | i o '-yh-- s
) . \ L. | Average Production 14,680 boesd
- » Cardium Formation: 11,517 boe/d®; 61% Oil and Liquids f L ot and NGLs k | - |
1 . " f e | (1)- o, ! et B T AT
L Falher/Notikewin Formations: 2,884 boe/d™; 14% Oil ! = ampe T e
i and quLlldS | ) DA . {7 Nt e
. ' Net Operating Incame f $28.7 mm
|« Attractive land base of ~183,000 net acres of land k capex i e |
Iy Largely concentrated in the West Pembina and ! Opex } s0smor |
| Brazeau areas where horizontal drilling and multi- ’ B N | P
{ stage fracturing have unlocked additional reserves | e 1 ,----;-!u-----ﬁ-?
. i . 3 Sproule 31-Dec-15
" » 152,468 net acres of Cardium Rights | O e I*‘po:m Lt
; 5 e i o ! min
| 'z 3o0NiEl SR ARTIEIRGtS ; 2P Resorves Volumes | 66231 mbae
i+ Minimal expiry concerns in the most prospective areas | UPSIDE OPPORTUNITIES | i
1 e o oy ATV T L A b e s
{ ¢ Almost 80 % of the 2P reserves are concentrated in Undeveloped tand | 77,053 netacres |
! West Pembina and Brazeau 5 | Booked Locations | 151 net l
| = Very attractive LMR of 5.0 due to recent nature of | Unhooked (ocations | 279 nel |
' " developmient |  UAbogked LodlianS - K e g AU ooy
1« Sufficient inventory available to achieve steady production !
i of ~15,000 boe/d while generating free cash flow !
i » 430 booked, unbooked and contingent net '
| locations targeting the Cardium (395) and [y M
Mannville (35) formations L :
! * Recent Com‘aany activity has focused on the liquids- | ‘ s
' rich Mannville gas opportunities at Brazeau - o e
< g ol A 3N M T 1
e e e e 3 5 B e i A 1 ] y— . : {T‘m
WEST PEMBINA CORE AREA MAP L -
: 1
i} T51 _____"f'r‘ts
b ged .
W ! JuTes
Jiu <||Ts0 4
| 39
=2 T49 .
r'hl'- N T37
N . ...
7 (T35
3. |T48 I
il . _T33
g . a 3
||Ta7 131
_IEGEND - IEGEND 728
Company Land 7 -
‘] Company Cardium Land ] _ T46 ) ‘¢ gz:g::z l\;::‘zlis
Company Cardium Wells ) R )
Industry Gardium Producing / i S |
Wells (as of March 2016) (R =T :
Muliwel Battery 0 T45 R11 R9 R7 R5 R3 R1W5
L 1 = L L g,

|
R14 R13 R12 R11 R10 9 REWS

6 (1) Average based on Company field estimate production
(2) Average based on Company Lease Operating Statements Jan-May 2016




Cardium Formation Opportunities

WEST PEMBINA EAST PEMBINA
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»4 Company Cardium Welis RS ] RIWS R4 R R2WE
— Booked Locations
= Unbooked Locations
T o locaTonwvenTory | -
..EIO.REA‘l;EA-' Ii BOdKED t UB.JEOOKED { éONTlNGENT NEE’D To KNOW ]
West pembina | 669 l e | 3 ||t Oil-wel hjced focused area currently being exploited
TostPembina | 254 | 422 838 with in lll_b_and.St?p?ol-lt'.d”mng
Brasaau {740 0 483 119 » 89% of Cardium mv.gntory {OC&tECHﬂ West
CuiaE l o PR oy Pembina, East Pembina and Brazeau
! ! : . ; .
Lachend [ B9 | 119 93 » Waterflood EUR implemented in July 2014
Hinee | oo 09 001 | « Company operates key facilities and infrastructure
TOTAL | 1501 | 1972 473 |




Other Cardium Business Unit Opportunities

o - ey e e AR ]
+ Existing Cardium infrastructure allows Mannville formations such as the Falher and Notikewin
to be optimally developed

|+ Considerable Mannville (Falher/Notikewin) industry activity in the Brazeau region with 204
producing horizontal wells and current production of ~380 mmcfe/d

+ Lightstream has 5.1 net wells on production and to date an inventory of ~35 net Mannville
locations

TR
T ] Ty T ‘;

BRAZEAU CORE AREA MAP
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Company Land
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| ~ Booked Mannville Locations
= Unbooked Mannville Locations
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Alberta and British Columbia Business Unit Summary

s _] SWAN HILLS CORE AREA MAP

« The Alberta/BC Business Unit is
comprised of the Swan Hills core asset
and other legacy production from
Southern Alberta and West Central

,  Alberta and BC

'+ The Swan Hills region features high

! impact development and exploration
upside with large DPIIP of

~8 mmbbl/section at Deer Mountain

|+ The Deer Mountain area also contains
| significant EOR potential due to

{  proven projects in close proximity,
i

witx g

"[U
m .
e

; =
(o]
<
=
&
=

T69

—

04-02 Gas Injection
Commenced Q1 2016
to alleviate gas egress
Issues

\\-,_'- ] [ T68

LTS owned infrastructure and a high AN
working interest "‘*~\-~.u.‘,' 3

Sec 09 Waterflood Pilot
100% Wi; commenced Q1 2016; two injectors
two producers and one source well pattern

t '+ 317 boe/d currently shut-in due to 3rd
| party gas system contraints

i » Company is currently re-injecting

Y S R e ——— " T T

i solu‘uon gas to maintain oll productlon S l Te67
| rah .
qusmiss A N T N, U B SO i i \3_;"1
ran:ucrlcu\n" R lanMay2018 | o ‘\\ 'l \ \
Average Production | ‘887 boe/d i 1000 boe/d il e _-
‘._0_'!5_”" wols G, 96% L B T b '
FINANCIALS"' L Jan May | ’016 e [ “
1 Net Operating Income : $1.9 ram | 321 mm A T M, r -I ~. \\“‘|
Capex ' $10nun i 31 4 mm | R i T66
! Opex i 1979boe | $2602boe 1 [T,
| Free Cash flow I 309 mm I $35mm | vk 1 ‘ X
{RESERVES b Spmule 31- DLc‘lS i w —
| 2P NPV ©10% TP R A B TV 2 R A T l ) ]
| 2P Roserves Volumes | ©,999 mbae {3130 mhoe | TR i g ,rL
N LS S (—— A F SH [ r
JUnds-veInpedl.—:m! ! 18413 net acres | 196,258 net a(rt-)«x1 ." : Lo o ] ]
; Booked Locations : 39 net | 2 net N FCR TR O P ==
| Untooked Locations  F ssner  f _ oeet  bpoe i T65
_____ w
4
4
$
i
\
|
1\
\ \ T64
i e e,
T _ I LEGEND
1§ e e —
\ !~ Company Land
| ] @ Waterflood Pilot
\ 4 »4 Company Wells
{ Fi i » 8 Area Penetrallons
\ t | @ Multi-well Batiery || T63
: | ¥ EOR Facllity
G | % EORFaly

(IJ A\I'Phll_.jl:' l)aﬁed on Compdny Leelw Opemtmg S'(dtements lan-May 2016
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Process and Contacts

Lightstream Resources Ltd. has engaged TD Securities to manage a process to divest the Company’s
entire Canadian asset portfolio, The Company is a light oil-focused Canadian exploration and
production company with a diverse producing and resource portfolio. Although the offering is
separated into three packages (Saskatchewan, Cardium, and Alberta/British Columbia) the Company’s
strong preference is to complete an en bloc transaction.

It is the intention of the Company and TD to conduct the Offering process such that it minimizes any
disruption to the Company’s operations. Interested Parties should not contact the Company
directly regarding any aspect of the Offering.

A Confidentiality Agreement can be found on the TD Energy Advisors website www.tdenergyadvisors.com.
Virtual data room access may be obtained upon executing and submitting a Confidentiality Agreement via
email to the attention of Tom Hades (tom.hades@tdsecurities.com). All ether inquiries, communications

or additional information requests related to the Offering should be directed to one of the following
individuals at TD Securities,

TD SECURITIES
TP Canada Trusl Tower
Suite 3600, 421 - 7th Ave 5W
Calgary, AB T2P 4K9
Tel: 403-503-4848

TD Energy Advisors Investment Banking

1

1; Mark Kulin Greg Saksida

! Managing Director, Managing Director

| Head of TD Energy Advisars T. 403 292 1806

{ T: 403 503 4852 greg.saksida@tdsecurities.com

rmark kuhn@tdsecurities.com

Scott Barron

| Ruben Contreras, PEng

l Director Managing Director
T: 403 503 4853 T. 403 292 1283
ruben.contieras@tdsecurities.com scott.barron@tdsecurities,.com

Michael Charron

Diego Cuba, PEng

Assaciate Vice Presidlent
T: 403 503 4859 T: 403 299 8505
diego.cuba@tdsecnities,com michael.charron@tdsecutrities.com

]

Timing
« Virtual Data Room; July 13, 2016

« Technical Presentations: Commencing week of July 20, 2016
« Indicative Offer to be Submitted: Week of QCIOE&T}IZO%
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Disclaimer

This drotument was prepared solaly for infomrarionsl purposes and is being provided fo tasish prospechive porchasers in
considering their interest in acquiring Lightstream Resources Lid. (“Lightsiream” or the “Company”) and its subsidiaries.
Lightsiream has engaged TD Securities Inc. as its sole financial advisor in connection with this transaction. By accepling this

document, ths recipient acknowledges that it has read, understood and accepted the terms of this notice.

The distribution of this documenl in certain jurisdictions may be restricied by law and, accardingly, recipients of this
document represent that they are entifled lo receive this document without contravention of any unfulfilled registration
requirementis or other legal restrictions in the jurisdiclion they reside or conduct business in. This document may nol be
distributed or published in the People’s Republic of Chira, except under circumstances that will result in compliance with
any applicable laws and regulations.

This documerd does not comstitvie o1 form por of on offer, solicitolion, ddvedivertert, FHECOTHITRERTTIOT O ireddalion
for the sale, issuance or purchase of securitias in Lightstream, its subsidiaries or any cther entity, or any of the business
assels describad herein. Neither this document, nor the fact of ils distribulion, shall form the basis of, ot be relied upon
in connection with, or act as any inducement fo enter into, any contract or commitment whatsoever with respec! to such
securities or assats. This document is not and under no circumstances is to be construed as {i} a praspectus, a public offering
or an offering memorandum, o1 (i) @ report, statement, or epinion of an expert, each as defined under applicable securities
laws. Without limitation, Lightstream’s securities have not been and will not be registered under the United States Securities
Act of 1933, as amended (the “U.S. Securities Aci”) or applicable state securities laws, and may not be offered or sold in the
U.S. unless the securilies ore registered under the U.S. Securities Acl, or on exemption from the regisiration requirements of
the U.S. Securities Act and applicable stole securities laws is available. No securities reguldilory authority in either the U.S.
or Canada has passed upon the securities described herein or reviewed this presentation,

Nothing in this dacument should be construed as giving legal, invesiment or other advice of any kind. The recipien! should
consult its own professional advisors as lo legal, lax and reloted matters concerning an acquisition of Lightstream, its
subsidiaries or any of their business assels, This documant is intended only for parsons reasanobly helieved to be sufficiently
expert to understand the risks involved. The recipient should conducl its own investigalion, analysis and evaluation of these
assets, ln paricular, any estimates or projections or opinions contained herein necessarily involve sigrificant elements of
subjaclive judgmeant, analysis and assumplion and each recipient should salisty itself in relation fo such matlers.

The information in this decument, which does not purport to be comprehensive and does notinclude all of the information that
a prospeclive purchuser may require, has been provided hy Lightsiream and other sources and has nal been iedependently
verified by TD Securities. The information contained herein must be considered as o whole and selecting porlions of the
analyses without considering all of the fuctors and analyses together, cauld create a misleading view of the presentation.
The preparation of a document such os this is complex and is not necessarily susceptible to partial analysis or summary
dascription. Any attempt to do so could lend 1o undue emphasis on any particular factor or anclysis.

This presentation may contain forward-looking information relaling to capital expenditures, future drilling, economic
predictions, drilling costs, production rates, cash flow, investment payouts, valuations and other matters. These statements
relate to fulure events or fulure performance. Forward-looking statements are often, bul not always, identified by Ihe use of
words such as “anticipate”, “plan”, “estimate”, “expect”, “forecast”, “may”, “project”, "believe” and similar expressions.
Forward-looking slalements are based on the opinions and estimates of management al the dale the stafements ure made,
and are subject to a variety of risks and uncertainties and other factors that could cause actual events or results to differ
materially from those anticipated in the forward-looking statements, Although Lightstream believes that the expeclutions are
reasonable there can be no assurance that such expectations will prove to be correct. We cannot guaraniee fulure results,
level of activity, performance or achievements and there is no representation thal the actual results achieved will be the
same, in whole or in parl, as those set out in the forward-looking statementis. The forward-looking statements contained in
this presentation are expressly qualified by this cautionary statement. The forward-looking statements made herein relate
only to events or information as of the dute on which the stalenienls are mude.

1




Disclaimer

In addition, certain disclosure in this presenfation may constitute “anticipated results” for the purposes of National
Instrument 51-101 of the Canadian Securities Administralors because the disclosure in question may, in the opinion of
o reasonable person, indicale the polential value ar quantities of resources attributoble lo assets. Anticipated results are
subjec! to numerous risks and uncerlainties, including various geotechnical, geological, technical, operational, engineering,
commercial and technical risks. In addition, the geotechnical analysis and engineering to be conducted in respect of such
assets is incomplete. Such risks and uncertainties may render some such assets uneconomic or may cause the anticipated
results disclosed hergin to be inaccurate.

None af Lightstream, TD Securities or any of their respeciive affiliates, directors, officers, emplayees, shareholders,
partners, agents, representalives, consultanis or advisors (colleclively, their “Representatives”), makes any representations
or warranties, express or implied, us lo the accuracy, reliobilily or completeness of this document any revision thereof or any
other written or aral informotion made available {collectively, the “Information”). Nore Lightstream, TD Securities or any
of their respective Representatives accapts any responsibility or liability in relation to the accuracy or completeness of the
Information, errors therein or omissions therefrom, and any liahilily therefor is hereby expressly disclaimed. The recipient
shall be entitled to rely solely on the representations and warranties, if any, made fo it in any definitive purchase agreement
when and if one is executed. The recipient is responsibie for safisfying ilself as to the accuracy and completeness of all
Informalion.

Lightsiream and TD Securities reserve the right to amend or replace this document at any time but have no obligation to do
s0. None lightstream, TD Securities or their respective Represenlalives undertakes any obligation to (i) update or otherwise
revise or correct any inaccuracies which become apparent in the Informeation, or (i) provide the recipient with access to
any additional information. This document shall not be deemed an indication of the state of affairs of Lightstream and its
subsidiaries nar shall it constitute an indication that thare has been no change in the business or affairs of Lightstream and
its subsidiaries since the date hereof. Nothing herein is or should be relied upon as a promise or reprasentation as to the
{uture.

Lightsiream reserves the right to: (i) negotiate with one or more persons at any time and fo enter into @ definitive purchase
agreement without prior notice to the recipient or any other person; (ii) terminate further paricipation in the investigation
and proposal process by any persan; (i) request the return of this document and any ather Information provided fo the
recipient; and (iv) modify any procedures relating to this process without assigning any reason therefor, The issuance of
this document shall nol be taken as any form of commilment or obligalion on the part of Lightsiream or TD Securities ta
proceed with any transaclion. In no circumsiances will Lightstream be responsible for any costs, losses or expenses incurred
in connection with any appraisal or investigation by you of Lighisiream, its subsidiaries or lheir business assets.

All communications, inquiries and requests for information relating to this document should be addressed only to TD
Securities. The management or other employees of Lightshream or their offiliates should not be conrtacted whether direcily

or indirectly.

The recipient agrees with Lightstream that it will not use this document or any other Information for any purpose other
than considering its inlerest in acquiring Lightsiream, its subsidiarias or the business assets described herein. The recipient
further agress that it will not copy or reproduce in any electronic or physical form or clistribute, communicate, disclose or
olherwise make available in whole or in part to any olher person, ather Ihan ils agents, representatives, directars, officers
and employees, this document or any other Information, This documenl, as well as any other Information that subsequently
may be provided by Lighlstream, TD Securities or their respective Represenlatives, and any copies of such [nformution, is
to be returned or deslroyed prompily upen request by any of Lighistream, TD Securities or their respective Representotives.
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SCHEDULE “B”
EXISTING INDEBTEDNESS
Type of Advance Aggregate Principal Amount (Cdn §)

Canadian Prime Rate Loans $359,000,000.00
Letters ot Credit $11,920,485.00
TOTAL: $370,920,485.00
Existing L.Cs

[ A NS a2 Date upon which LC

LC#: Beneficiary Current Amount| CCY| Issue Date |Actual Expiry| will auto-renew.

$197698 |Enbridge Pipelines (Sask) Inc. 3,500,000.00{CAD 02-Jun-11 01-Jun-17 02-May-17
$198072 |Mountain View County 50,000.00{CAD 02-Jun-11 21-Sep-17 22-Aug-17
5198490 |Rockyview County 50,000.00|CAD 02-Jun-11|  03-Mar-17 01-Feb-17
5202018 |BC Qil and Gas Commission 4,423,885.00{CAD 09-Dec-14 09-Dec-16 09-Nov-16
5202146 |Enmax Commercial Services Inc. 540,000.00{CAD 09-Feb-15 05-Feb-17 07-Dec-16
$202147 |Pembina Pipelines Ltd. 800,000.00{CAD 09-Feb-15 05-Feb-17 07-Nov-16
$202196 |Husky Oil Operations Limited 100,000.00{CAD 27-Feb-15|  24-Feb-17 25-Jan-17
§202752 |Harmattan Gas Processing LP 300,000.00{CAD 15-Oct-15 01-Oct-17 01-Sep-17
$202753 |AltaGas Processing Partnership 50,000.00|CAD 15-Oct-15 01-Oct-17 01-Sep-17
5202831 [NOVA Gas Transmission Ltd. 161,600.00|CAD 18-Nov-15 12-Nov-17 14-Aug-17
$202891 |Keyera Partnership 1,600,000.00|CAD 15-Dec-15 04-Dec-16 05-Oct-16
$202917 |Suncor Energy Products 300,000.00{CAD 22-Dec-15| 02-Dec-16 02-Nov-16
$203168 |Apache Canada Ltd. 45,000.00{CAD 22-Apr-16 19-Apr-17 20-Mar-17
Total LCs Outstanding 11,920,485.00

02284-2103 2183498212
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Nortel Networks Corp., Re

2009 CarswellOnt 4467, [2009] O.J. No. 3169, 179 A.C.W.S. (3d) 265, 55 C.B.R. (5th) 229

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
NORTEL NETWORKS CORPORATION, NORTEL NETWORKS LIMITED, NORTEL
NETWORKS GLOBAL CORPORATION, NORTEL NETWORKS INTERNATIONAL
CORPORATION AND NORTEL NETWORKS TECHNOLOGY CORPORATION (Applicants)

APPLICATION UNDER THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

Morawetz J.

Heard: June 29, 2009
Written reasons: July 23, 2009
Docket: 09-CL-7950

Counsel: Derrick Tay, Jennifer Stam for Nortel Networks Corporation, et al

Lyndon Barnes, Adam Hirsh for Board of Directors of Nortel Networks Corporation, Nortel Networks Limited
J. Carfagnini, J. Pasquariello for Monitor, Ernst & Young Inc.

M. Starnino for Superintendent of Financial Services, Administrator of PBGF

S. Philpott for Former Employees

K. Zych for Noteholders

Pamela Huff, Craig Thorburn for MatlinPatterson Global Advisors LLC, MatlinPatterson Global Opportunities
Partners 11 L.P., Matlin Patterson Opportunities Partners (Cayman) II1 L.P.

David Ward for UK Pension Protection Fund

Leanne Williams for Flextronics Inc.

Alex MacFarlane for Official Committee of Unsecured Creditors

Arthur O. Jacques, Tom McRae for Felske & Sylvain (de facto Continuing Employees' Committee)

Robin B. Schwill, Matthew P. Gottlieb for Nortel Networks UK Limited

A. Kauffman for Export Development Canada
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Subject: Insolvency; Estates and Trusts

Headnote
Bankruptcy and insolvency --- Proposal — Companies' Creditors Arrangement Act — Miscellaneous issues

Telecommunication company entered protection under Companies' Creditors Arrangement Act ("Act") —
Company decided to pursue "going concern” sales for various business units — Company entered into sale
agreement with respect to assets in Code Division Multiple Access business and Long-Term Evolution Access assets
— Company was pursuing sale of its other business units — Company brought motion for approval of bidding
procedures and asset sale agreement — Motion granted — Court has jurisdiction to authorize sales process under
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Act in absence of formal plan of compromise or arrangement and creditor vote — Sale by company which preserved
its business as going concern was consistent with objectives of Act — Unless sale was undertaken at this time, long-
term viability of business would be in jeopardy.

Bankruptcy and insolvency --- Administration of estate — Sale of assets — Jurisdiction of court to approve sale

Telecommunication company entered protection under Companies' Creditors Arrangement Act ("Act") —
Company decided to pursue "going concern" sales for various business units — Company entered into sale
agreement with respect to assets in Code Division Multiple Access business and Long-Term Evolution Access assets
— Company was pursuing sale of its other business units — Company brought motion for approval of bidding
procedures and asset sale agreement — Motion granted — Court has jurisdiction to authorize sales process under
Act in absence of formal plan of compromise or arrangement and creditor vote — Sale by company which preserved
its business as going concern was consistent with objectives of Act — Unless sale was undertaken at this time, long-
term viability of business would be in jeopardy.

MOTION by company for approval of bidding procedures for sale of business and asset sale agreement.
Morawetz J.:
Introduction

1 On June 29, 2009, T granted the motion of the Applicants and approved the bidding procedures (the "Bidding
Procedures") described in the affidavit of Mr. Riedel sworn June 23, 2009 (the "Riedel Affidavit") and the Fourteenth
Report of Ernst & Young, Inc., in its capacity as Monitor (the "Monitor") (the "Fourteenth Report"). The order was
granted immediately after His Honour Judge Gross of the United States Bankruptcy Court for the District of Delaware
(the "U.S. Court") approved the Bidding Procedures in the Chapter 11 proceedings.

2 [ also approved the Asset Sale Agreement dated as of June 19, 2009 (the "Sale Agreement") among Nokia
Siemens Networks B.V. ("Nokia Siemens Networks" or the "Purchaser"), as buyer, and Nortel Networks Corporation
("NNC"), Nortel Networks Limited ("NNL"), Nortel Networks, Inc. ("NNI") and certain of their affiliates, as vendors
(collectively the "Sellers") in the form attached as Appendix "A" to the Fourteenth Report and I also approved and
accepted the Sale Agreement for the purposes of conducting the "stalking horse" bidding process in accordance with
the Bidding Procedures including, the Break-Up Fee and the Expense Reimbursement (as both terms are defined in the
Sale Agreement).

3 An order was also granted sealing confidential Appendix "B" to the Fourteenth Report containing the schedules
and exhibits to the Sale Agreement pending further order of this court.

4  The following are my reasons for granting these orders.

5 The hearing on June 29, 2009 (the "Joint Hearing") was conducted by way of video conference with a similar motion
being heard by the U.S. Court. His Honor Judge Gross presided over the hearing in the U.S. Court. The Joint Hearing
was conducted in accordance with the provisions of the Cross-Border Protocol, which had previously been approved
by both the U.S. Court and this court.

6 The Sale Agreement relates to the Code Division Multiple Access ("CMDA") business Long-Term Evolution
("LTE") Access assets.

7 The Sale Agreement is not insignificant. The Monitor reports that revenues from CDMA comprised over 21% of
Nortel's 2008 revenue. The CDMA business employs approximately 3,100 people (approximately 500 in Canada) and
the LTE business employs approximately 1,000 people (approximately 500 in Canada). The purchase price under the
Sale Agreement is $650 million.



Nortel Networks Corp., Re, 2009 CarswellOnt 4467
2009 CarswellOnt 4467, [2009] O.J. No. 3169, 179 A.C.W.S. (3d) 265...

Background

8 The Applicants were granted CCAA protection on January 14, 2009. Insolvency proceedings have also been
commenced in the United States, the United Kingdom, Israel and France.

9 At the time the proccedings were commenced, Nortel's business operated through 143 subsidiaries, with
approximately 30,000 employees globally. As of January 2009, Nortel employed approximately 6,000 people in Canada
alone.

10 The stated purpose of Nortel's filing under the CCAA was to stabilize the Nortel business to maximize the chances
of preserving all or a portion of the enterprise. The Monitor reported that a thorough strategic review of the company's
assets and operations would have to be undertaken in consultation with various stakeholder groups.

11 In April 2009, the Monitor updated the court and noted that various restructuring alternatives were being
considered.

12 On June 19, 2009, Nortel announced that it had entered into the Sale Agreement with respect to its assets in its
CMDA business and LTE Access assets (collectively, the "Business") and that it was pursuing the sale of its other business
units. Mr. Riedel in his affidavit states that Nortel has spent many months considering various restructuring alternatives
before determining in its business judgment to pursue "going concern” sales for Nortel's various business units.

13 In deciding to pursue specific sales processes, Mr. Riedel also stated that Nortel's management considered:
(a) the impact of the filings on Nortel's various businesses, including deterioration in sales; and

(b) the best way to maximize the value of its operations, to preserve jobs and to continue businesses in Canada
and the U.S.

14  Mr. Riedel notes that while the Business possesses significant value, Nortel was faced with the reality that:
() the Business operates in a highly competitive environment;
(b) full value cannot be realized by continuing to operate the Business through a restructuring; and
(c) in the absence of continued investment, the long-term viability of the Business would be put into jeopardy.

15 Mr. Riedel concluded that the proposed process for the sale of the Business pursuant to an auction process provided
the best way to preserve the Business as a going concern and to maximize value and preserve the jobs of Nortel employees.

16 In addition to the assets covered by the Sale Agreement, certain liabilities are to be assumed by the Purchaser. This
issue is covered in a comprehensive manner at paragraph 34 of the Fourteenth Report. Certain liabilities to employees
are included on this list. The assumption of these liabilities is consistent with the provisions of the Sale Agreement that
requires the Purchaser to extend written offers of employment to at least 2,500 employees in the Business.

17 The Monitor also reports that given that certain of the U.S. Debtors are parties to the Sale Agreement and given
the desire to maximize value for the benefit of stakeholders, Nortel determined and it has agreed with the Purchaser that
the Sale Agreement is subject to higher or better offers being obtained pursuant to a sale process under s. 363 of the U.S.
Bankruptcy Code and that the Sale Agreement shall serve as a "stalking horse" bid pursuant to that process.

18 The Bidding Procedures provide that all bids must be received by the Seller by no later than July 21, 2009 and that
the Sellers will conduct an auction of the purchased assets on July 24, 2009. It is anticipated that Nortel will ultimately
seek a final sales order from the U.S. Court on or about July 28, 2009 and an approval and vesting order from this court
in respect of the Sale Agreement and purchased assets on or about July 30, 2009.

GhetbawNBRE canaba Gonyrigin @ Thomson Reulers Ganada Limited or ils licensors {excliding individual court dotuments), All rights reserved
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19 The Monitor recognizes the expeditious nature of the sale process but the Monitor has been advised that given
the nature of the Business and the consolidation occurring in the global market, there are likely to be a limited number
of parties interested in acquiring the Business.

20 The Monitor also reports that Nortel has consulted with, among others, the Official Committee of Unsccured
Creditors (the "UCC") and the bondholder group regarding the Bidding Procedures and is of the view that both arc
supportive of the timing of this sale process. (It is noted that the UCC did file a limited objection to the motion relating
to certain aspects of the Bidding Procedures.)

21 Given the sale efforts made to date by Nortel, the Monitor supports the sale process outlined in the Fourteenth
Report and more particularly described in the Bidding Procedures.

22 Objections to the motion were filed in the U.S. Court and this court by MatlinPatterson Global Advisors LLC,
MatlinPatterson Global Opportunities Partners I1I L.P. and Matlin Patterson Opportunities Partners (Cayman) III L.P.
(collectively, "MatlinPatterson") as well the UCC.

23 The objections were considered in the hearing before J udge Gross and, with certain limited exceptions, the objections
were overruled.

Issues and Discussion

24 The threshold issue being raised on this motion by the Applicants is whether the CCAA affords this court the
jurisdiction to approve a sales process in the absence of a formal plan of compromise or arrangement and a creditor vote.
If the question is answered in the affirmative, the secondary issue is whether this sale should authorize the Applicants
to sell the Business.

25  The Applicants submit that it is well established in the jurisprudence that this court has the jurisdiction under the
CCAA to approve the sales process and that the requested order should be granted in these circumstances.

26  Counsel to the Applicants submitted a detailed factum which covered both issues.

27  Counsel to the Applicants submits that one of the purposes of the CCAA is to preserve the going concern value
of debtors companies and that the court's jurisdiction extends to authorizing sale of the debtor's business, even in the
absence of a plan or creditor vote.

78 The CCAA is a flexible statute and it is particularly useful in complex insolvency cases in which the court is required
to balance numerous constituents and a myriad of interests.

29 The CCAA has been described as "skeletal in nature". It has also been described asa "sketch, an outline, a supporting
framework for the resolution of corporate insolvencies in the public interest”. ATB Financial v. Metcalfe & Mansfield
Alternative Investments 11 Corp. (2008), 45 C.B.R. (5th) 163 (Ont. C.A.) at paras. 44, 61, leave to appeal refused [2008]
S.C.C.A. No. 337 (S.C.C.). ("ATB Financial").

30  The jurisprudence has identified as sources of the court's discretionary jurisdiction, inter alia:
(a) the power of the court to impose terms and conditions on the granting of a stay under s. 11(4) of the CCAA;

(b) the specific provision of s. 11(4) of the CCAA which provides that the court may make an order "on such
terms as it may impose"; and

(¢) the inherent jurisdiction of the court to "fill in the gaps" of the CCAA in order to give effect to its objects.
Canadian Red Cross Society | Société Canadienne de la Croix-Rouge, Re (1998), 5 C.B.R. (4th) 299 (Ont. Gen.
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Div. [Commercial List]) at para. 43; PSINET Ltd., Re (2001), 28 C.B.R. (4th) 95 (Ont. S.C.J. [Commercial
List]) at para. 5, ATB Financial, supra, at paras. 43-52.

31 However, counsel to the Applicants acknowledges that the discretionary authority of the court under s. 11 must
be informed by the purpose of the CCAA.

Its exercise must be guided by the scheme and object of the Act and by the legal principles that govern corporate
law issues. Re Stelco Ine. (2005),9 C.B.R. (5 lh) 135 (Ont. C.A.) at para. 44.

32 In support of the court's jurisdiction to grant the order sought in this case, counsel to the Applicants submits
that Nortel seeks to invoke the "overarching policy" of the CCAA, namely, to preserve the going concern. Residential
Warranty Co. of Canada Inc., Re (2006), 21 C.B.R. (5th) 57 (Alta. Q.B.) at para. 78.

33 Counsel to the Applicants further submits that CCAA courts have repeatedly noted that the purpose of the CCAA
is to preserve the benefit of a going concern business for all stakeholders, or "the whole economic community":

The purpose of the CCAA is to facilitate arrangements that might avoid liquidation of the company and allow it
to continue in business to the benefit of the whole economic community, including the shareholders, the creditors
(both secured and unsecured) and the employees. Citibank Canada v. Chase Manhattan Bank of Canada (1991), 5

CBR.(3 Id) 167 (Ont. Gen. Div.) at para. 29. Re Consumers Puckaging Inc. (2001) 27 C.B.R. (4th) 197 (Ont. CA)
at para. 5.

34 Counsel to the Applicants further submits that the CCAA should be given a broad and liberal interpretation to
facilitate its underlying purpose, including the preservation of the going concern for the benefit of all stakeholders and
further that it should not matter whether the business continues as a going concern under the debtor's stewardship or
under new ownership, for as long as the business continues as a going concern, a primary goal of the CCAA will be met.

35 Counsel to the Applicants makes reference to a number of cases where courts in Ontario, in appropriate cases,
have exercised their jurisdiction to approve a sale of assets, even in the absence of a plan of arrangement being tendered
to stakeholders for a vote. In doing so, counsel to the Applicants submits that the courts have repeatedly recognized that
they have jurisdiction under the CCAA to approve asset sales in the absence of a plan of arrangement, whete such sale
is in the best interests of stakeholders generally. Cunadian Red Cross Society | Société Canadienne de la Croix-Rouge,
Re, supra. Re PSINet, supra. Consumers Packaging Inc., Re 2001 CarswellOnt 3482 (Ont. C.A))), supra, Stelco Inc., Re
(2004), 6 C.B.R. (5th) 316 (Ont. S.C.J. [Commercial List]) at para. 1, Tiger Brand Knitting Co., Re (2005), 9 C.B.R. (5th)
315 (Ont. S.C.1.), Cuterpillur Financial Services Ltd. v. Hard-Rock Paving Co. (2008), 45 C.B.R. (5th) 87 (Ont. S.C.J.)
and Lehndorff General Partner Lid., Re (1993), 17 C.B.R. (3d) 24 (Ont. Gen. Div. [Commercial List]).

36 In Re Consumers Packaging, supra, the Court of Appeal for Ontario specifically held that a sale of a business as a
going concern during a CCAA proceeding is consistent with the purposes of the CCAA:

The sale of Consumers' Canadian glass operations as a going concern pursuant to the Owens-Illinois bid allows the
preservation of Consumers' business (albeit under new ownership), and is therefore consistent with the purposes
of the CCAA.

_..we cannot refrain from commenting that Farley J.'s decision to approve the Owens-lllinois bid is consistent with
previous decisions in Ontario and elsewhere that have emphasized the broad remedial purpose of flexibility of the
CCAA and have approved the sale and disposition of assets during CCAA proceedings prior to a formal plan being
tendered. Re Consumers Packaging, supra, at paras. 5, 9.

37 Similarly, in Canadian Red Cross Society | Société Cunadienne de lu Croix-Rouge, Re, supra, Blair J. (as he then
was) expressly affirmed the court's jurisdiction to approve a sale of assets in the course of a CCAA proceeding before
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a plan of arrangement had been approved by creditors. Canadian Red Cross Sociely ! Société Canadienne de lu Croix-
Rouge, Re, supra, at paras. 43, 45.

38 Similarly, in PSINet Limited, supra, the court approved a going concern sale in a CCAA proceeding where no
plan was presented to creditors and a substantial portion of the debtor's Canadian assets were to be sold. Farley J. noted
as follows:

[If the sale was not approved,] there would be a liquidation scenario ensuing which would realize far less than this
going concern sale (which appears to me to have involved a transparent process with appropriate exposure designed
to maximize the proceeds), thus impacting upon the rest of the creditors, especially as to the unsecured, together
with the material enlarging of the unsecured claims by the disruption claims of approximately 8,600 customers (who
will be materially disadvantaged by an interrupted transition) plus the job losses for approximately 200 employees.
Re PSINet Limited, supra, at para. 3.

39 In Re Stelco Inc., supra, in 2004, Farley J. again addressed the issue of the feasibility of selling the operations
as a going concern:

I would observe that usually it is the creditor side which wishes to terminate CCAA proceedings and that when the
creditors threaten to take action, there is a realization that a liquidation scenario will not only have a negative effect
upon a CCAA applicant, but also upon its workforce. Hence, the CCAA may be employed to provide stability
during a period of necessary financial and operational restructuring - and if a restructuring of the "old company" is
not feasible, then there is the exploration of the feasibility of the sale of the operations/enterprise as a going concern
(with continued employment) in whole or in part. Re Stelco Inc, supra, at para. 1.

40 1 accept these submissions as being general statements of the law in Ontario. The value of equity in an insolvent
debtor is dubious, at best, and, in my view, it follows that the determining factor should not be whether the business
continues under the debtor's stewardship or under a structure that recognizes a new equity structure. An equally
important factor to consider is whether the case can be made to continue the business as a going concern.

41  Counsel to the Applicants also referred to decisions from the courts in Quebec, Manitoba and Alberta which have
similarly recognized the court's jurisdiction to approve a sale of assets during the course of a CCAA proceeding. Boutiques
San Francisco Inc., Re (2004), 7 C.B.R. (5th) 189 (C.S. Que.), Winnipeg Motor Express Inc., Re (2008), 49 C.B.R. (5th)
302 (Man. Q.B.) at paras. 41, 44, and Calpine Canada Energy Ltd., Re (2007), 35 C.B.R. (5th) 1 (Alta. Q.B.) at para. 75.

42 Counsel to the Applicants also directed the court's attention to a recent decision of the British Columbia Court
of Appeal which questioned whether the court should authorize the sale of substantially all of the debtor's assets where
the debtor's plan "will simply propose that the net proceeds from the sale...be distributed to its creditors". In Cliffs Over
Maple Bay Investments Lid. v. Fisgard Capital Corp. (2008), 46 C.B.R. (5th) 7 (B.C. C.A.) ("Cliffs Over Maple Bay"), the
court was faced with a debtor who had no active business but who nonetheless sought to stave off its secured creditor
indefinitely. The case did not involve any type of sale transaction but the Court of Appeal questioned whether a court
should authorize the sale under the CCAA without requiring the matter to be voted upon by creditors.

43 In addressing this matter, it appears to me that the British Columbia Court of Appeal focussed on whether the
court should grant the requested relief and not on the question of whether a CCAA court has the jurisdiction to grant
the requested relief.

44 1 do not disagree with the decision in Cliffs Over Maple Buy. However, it involved a situation where the debtor
had no active business and did not have the support of its stakeholders. That is not the case with these Applicants.

45 The Cliffs Over Maple Bay decision has recently been the subject of further comment by the British Columbia
Court of Appeal in Asset Engineering LP v. Forest & Marine Financial Ltd. Partnership, 2009 BCCA 319 (B.C. C.A)).

-
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46 At paragraphs 24 - 26 of the Forest and Marine decision, Newbury J.A. stated:

24. In Cliffs Over Maple Bay, the debtor company was a real estate developer whose one project had failed.
The company had been dormant for some time. It applied for CCAA protection but described its proposal for
restructuring in vague terms that amounted essentially to a plan to "secure sufficient funds" to complete the
stalled project (Para. 34). This court, per Tysoe J.A., ruled that although the Act can apply to single-project
companies, its purposes are unlikely to be engaged in such instances, since mortgage priorities are fully straight
forward and there will be little incentive for senior secured creditors to compromise their interests (Para. 36).
Further, the Court stated, the granting of a stay under s. 11 is "not a free standing remedy that the court may
grant whenever an insolvent company wishes to undertake a "restructuring"...Rather, s. 11 is ancillary to the
fundamental purpose of the CCAA, and a stay of proceedings freezing the rights of creditors should only be
granted in furtherance of the CCAA's fundamental purpose”. That purpose has been described in Meridiun

Developments Inc. v. Toronto Dominion Bank (1984) 11 D.L.R. (4 lh) 576 (Alta. Q.B.):

The legislation is intended to have wide scope and allow a judge to make orders which will effectively
maintain the status quo for a period while the insolvent company attempts to gain the approval of its
creditors for a proposed arrangement which will enable the company to remain in operation for what is,
hopefuily, the future benefit of both the company and its creditors. [at 580]

25. The Court was not satisfied in Cliffs Over Maple Bay that the "restructuring” contemplated by the debtor
would do anything other than distribute the net proceeds from the sale, winding up or liquidation of its business.
The debtor had no intention of proposing a plan of arrangement, and its business would not continue following
the execution of its proposal - thus it could not be said the purposes of the statute would be engaged...

26. In my view, however, the case at bar is quite different from Cliffs Over Maple Bay. Here, the main debtor,
the Partnership, is at the centre of a complicated corporate group and carries on an active financing business
that it hopes to save notwithstanding the current economic cycle. (The business itself which fills a "niche" in
the market, has been carried on in one form or another since 1983.) The CCAA is appropriate for situations
such as this where it is unknown whether the "restructuring" will ultimately take the form of a refinancing or
will involve a reorganization of the corporate entity or entities and a true compromise of the rights of one or
more parties. The "fundamental purpose” of the Act - to preserve the status quo while the debtor prepares a
plan that will enable it to remain in business to the benefit of all concerned - will be furthered by granting a
stay so that the means contemplated by the Act - a compromise or arrangement - can be developed, negotiated
and voted on if necessary...

47 It seems to me that the foregoing views expressed in Forest and Marine are not inconsistent with the views
previously expressed by the courts in Ontario. The CCAA is intended to be flexible and must be given a broad and liberal
interpretation to achieve its objectives and a sale by the debtor which preserves its business as a going concern is, in my
view, consistent with those objectives.

48 I therefore conclude that the court does have the jurisdiction to authorize a sale under the CCAA in the absence
of a plan.

49 1 rnow turn to a consideration of whether it is appropriate, in this case, to approve this sales process. Counsel to
the Applicants submits that the court should consider the following factors in determining whether to authorize a sale
under the CCAA in the absence of a plan:

(a) is a sale transaction warranted at this time?

(b) will the sale benefit the whole "economic community"?

'
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(c) do any of the debtors' creditors have a bona fide reason to object to a sale of the business?
(d) is there a better viable alternative?

I accept this submission.

50 It is the position of the Applicants that Nortel's proposed sale of the Business should be approved as this decision
is to the benefit of stakeholders and no creditor is prejudiced. Further, counsel submits that in the absence of a sale, the
prospects for the Business are a loss of competitiveness, a loss of value and a loss of jobs.

51  Counsel to the Applicants summarized the facts in support of the argument that the Sale Transaction should be
approved, namely:

(a) Nortel has been working diligently for many months on a plan to reorganize its business;

(b) in the exercise of its business judgment, Nortel has concluded that it cannot continue to operate the Business
successfully within the CCAA framework;

() unless a sale is undertaken at this time, the long-term viability of the Business will be in jeopardy;

(d) the Sale Agreement continues the Business as a going concern, will save at least 2,500 jobs and constitutes
the best and most valuable proposal for the Business;

(e) the auction process will serve to ensure Nortel receives the highest possible value for the Business;
(f) the sale of the Business at this time is in the best interests of Nortel and its stakeholders; and
(g) the value of the Business is likely to decline over time.

52 The objections of MatlinPatterson and the UCC have been considered. I am satisfied that the issues raised in these
objections have been addressed in a satisfactory manner by the ruling of Judge Gross and no useful purpose would be
served by adding additional comment.

53 Counsel to the Applicants also emphasize that Nortel will return to court to seek approval of the most favourable
transaction to emerge from the auction process and will aim to satisfy the elements established by the court for approval
as set out in Royal Bank v. Soundair Corp. (1991), 7 C.B.R. (3d) 1 (Ont. C.A)) at para. 16.

Disposition

54  The Applicants are part of a complicated corporate group. They carry on an active international business. I have
accepted that an important factor to consider in a CCAA process is whether the case can be made to continue the business
as a going concern. [ am satisfied having considered the factors referenced at [49], as well as the facts summarized at [51],
that the Applicants have met this test. I am therefore satisfied that this motion should be granted.

55  Accordingly, I approve the Bidding Procedures as described in the Riedel Affidavit and the Fourteenth Report of
the Monitor, which procedures have been approved by the U.S. Court.

56 [am also satisfied that the Sale Agreement should be approved and further that the Sale Agreement be approved and
accepted for the purposes of conducting the "stalking horse" bidding process in accordance with the Bidding Procedures
including, without limitation the Break-Up Fee and the Expense Reimbursement (as both terms are defined in the Sale
Agreement).
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57 Further, I have also been satisfied that Appendix B to the Fourteenth Report contains information which is
commercially sensitive, the dissemination of which could be detrimental to the stakeholders and, accordingly, I order
that this document be sealed, pending further order of the court.

58  In approving the Bidding Procedures, I have also taken into account that the auction will be conducted prior to
the sale approval motion. This process is consistent with the practice of this court.

59 Finally, it is the expectation of this court that the Monitor will continue to review ongoing issues in respect of
the Bidding Procedures. The Bidding Procedures permit the Applicants to waive certain components of qualified bids
without the consent of the UCC, the bondholder group and the Monitor. However, it is the expectation of this court
that, if this situation arises, the Applicants will provide advance notice to the Monitor of its intention to do so.

Motion granted.

End of Document Copyright @ Thomson Reuters Canada Limited o its licensors ( excluding individual court documents). All
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Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36

Canada Federal Statutes
Companies' Creditors Arrangement Act

R.S.C. 1985, ¢.C-36

Currency

An Act to facilitate compromises and arrangements between companies and their creditors

R.S.C. 1985, ¢. C-36, as am. R.S.C. 1985, c. 27 (2nd Supp.), ss. 10 (Sched., item 3), 11; 8.C. 1990, ¢. 17, 5. 4; 1992,
c. 27, s. 90(1)(f); 1993, c. 28, s. 78 (Sched. I1I, item 20) [Repealed 1999, c. 3, s. 12 (Sched., item 4).]; 1993, c. 34, s.
52: 1996, ¢. 6, s. 167(1)(d), (2); 1997, c. 12, ss. 120-127; 1998, c. 19, 5. 260; 1998, c. 30, 5. 14(c); 1999, c. 3, 5. 22; 1999,
c. 28, s. 154; 2000, c. 30, ss. 156-158; 2001, ¢. 9, ss. 575-577; 2001, c. 34, s. 33; 2002, c. 7, ss. 133-135; 2004, c. 25, ss.
193-195; 2005, c. 3, ss. 15, 16; 2005, c. 47, ss. 124-131 [ss. 124, 126 amended 2007, c. 36, ss. 105, 106.]; 2007, c. 29,
ss. 104-109; 2007, c. 36, ss. 61(1), (2), (3) (Fr.), (4), 62 (Fr.), 63-73, 74(1), (2) (Fr.), 75-82, 112(17), (20), (23) [s. 63
repealed 2007, c. 36, s. 112(15).]; 2009, c. 33, ss. 27-29; 2012, c. 16, 5. 82; 2012, c. 31, ss. 419-421; 2015, ¢. 3, s. 37.

Currency

Federal English Statutes reflect amendments current to September 21, 2016
Federal English Regulations are current to Gazette Vol. 150:19 (September 21, 2016)
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Canada Federal Statutes
Companies' Creditors Arrangement Act

Short Title
R.S.C. 1985, ¢c. C-36,s.1
s 1. Short title
Currency
1.Short title

This Act may be cited as the Companies' Creditors Arrangement Act.

Currency
Federal English Statutes reflect amendments current to September 21, 2016
Federal English Regulations are current to Gazette Vol. 150:19 (September 21, 2016)

End of Document Copyright & Thomsou Reuters Canada Limited or its licensors (excluding individual court documents). All
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Canada Federal Statutes
Companies' Creditors Arrangement Act
Part IT — Jurisdiction of Courts

R.S.C. 1985, ¢c. C-36, s. 11.52
S 11.52

Currency

11.52

11.52(1)Court may order security or charge to cover certain costs

On notice to the secured creditors who are likely to be affected by the security or charge, the court may make an order
declaring that all or part of the property of a debtor company is subject to a security or charge — in an amount that the
court considers appropriate — in respect of the fees and expenses of

(a) the monitor, including the fees and expenses of any financial, legal or other experts engaged by the monitor in
the performance of the monitor's duties;

(b) any financial, legal or other experts engaged by the company for the purpose of proceedings under this Act; and

(c) any financial, legal or other experts engaged by any other interested person if the court is satisfied that the security
or charge is necessary for their effective participation in proceedings under this Act.

11.52(2)Priority
The court may order that the security or charge rank in priority over the claim of any secured creditor of the company.

Amendment History
2005, c. 47, s. 128; 2007, c. 36, s. 66

Currency
Federal English Statutes reflect amendments current to September 21, 2016
Federal English Regulations are current to Gazette Vol. 150:19 (September 21, 2016)
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Canwest Publishing Inc./Publications Canwest Inc., Re

2010 CarswellOnt 212, 2010 ONSC 222, [2010] O.J. No. 188, 184 A.C.W.S. (3d) 684, 63 C.B.R. (5th) 115

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, C-36, AS AMENDED AND IN THE MATTER
OF A PROPOSED PLAN OF COMPROMISE OR ARRANGEMENT
OF CANWEST PUBLISHING INC./PUBLICATIONS CANWEST
INC., CANWEST BOOKS INC. AND CANWEST (CANADA) INC.

Pepall J.

Judgment: January 18, 2010
Docket: CV-10-8533-00CL

Counsel: Lyndon Barnes, Alex Cobb, Duncan Ault for Applicant, LP Entities

Mario Forte for Special Committee of the Board of Directors

Andrew Kent, Hilary Clarke for Administrative Agent of the Senior Secured Lenders' Syndicate
Peter Griffin for Management Directors

Robin B. Schwill, Natalie Renner for Ad Hoc Committee of 9.25% Senior Subordinated Noteholders
David Byers, Maria Konyukhova for Proposed Monitor, FTI Consulting Canada Inc.

Subject: Insolvency; Corporate aud Commercial

Headnote
Bankruptcy and insolvency --- Companies' Creditors Arrangement Act — Miscellaneous

CM], entity of C Corp., obtained protection from creditors in Companies' Creditors Arrangement Act ("CCAA")
proceedings in October 2009 — CPI, newspaper entities related to C, sought similar protection — CPI brought
application for order pursuant to CCAA and for stay of proceedings and other benefits of order to be extended to
CPI — Application granted — CPI was clearly insolvent — Community served by CPI was huge — Granting of
order premised on anticipated going concern sale of newspaper business, which would serve interests of CPI and
stakeholders and also community at large — Order requested would provide stability and enable CPI to pursue
restructuring and preserve enterprise value for stakeholders — Without benefit of stay, CPI would have been
required to pay approximately $1.45 billion and would have been unable to continue operating business.

Bankruptcy and insolvency -— Companies' Creditors Arrangement Act — Arrangements — Approval by creditors

CMI, entity of C Corp., obtained protection from creditors in Companies’ Creditors Arrangement Act ("CCAA")
proceedings in October 2009 — CPI, newspaper entities related to C, sought similar protection — CPI brought
application for order pursuant to CCAA and for stay of proceedings and other benefits of order to be extended to
CPI — Application granted — CPI was clearly insolvent — Community served by CPI was huge — Granting of
order premised on anticipated going concern sale of newspaper business, which would serve interests of CPI and
stakeholders and also community at large — Order requested would provide stability and enable CPI to pursue
restructuring and preserve enterprise value for stakeholders — Without benefit of stay, CPI would have been
required to pay approximately $1.45 billion and would have been unable to continue operating business — In
circumstances, it was appropriate to allow CPI to file and present plan only to secured creditors.
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APPLICATION by entity of company already protected under Companies' Creditors Arrangement Act for similar
protection.

Pepall J.:
Reasons for Decision
Introduction

1 Canwest Global Communications Corp. ("Canwest Global") is a leading Canadian media company with interests
in (i) newspaper publishing and digital media; and (ii) free-to-air television stations and subscription based specialty
television channels. Canwest Global, the entities in its Canadian television business (excluding CW Investments Co. and
its subsidiaries) and the National Post Company (which prior to October 30, 2009 owned and published the National
Post) (collectively, the "CMI Entities"), obtained protection from their creditors in a Companies' Creditors Arrangement

Act! ("CCAA") proceeding on October 6, 2009. 2 Now, the Canwest Global Canadian newspaper entities with the
exception of National Post Inc. seek similar protection. Specifically, Canwest Publishing Inc./Publications Canwest Inc.
("CPI"), Canwest Books Inc. ("CBI"), and Canwest (Canada) Inc. ("CCI") apply for an order pursuant to the CCAA.
They also seek to have the stay of proceedings and the other benefits of the order extend to Canwest Limited Partnership/
Canwest Société en Commandite (the "Limited Partnership"). The Applicants and the Limited Partnership are referred
to as the "LP Entities" throughout these reasons. The term "Canwest" will be used to refer to the Canwest enterprise as
a whole. It includes the LP Entities and Canwest Global's other subsidiaries which are not applicants in this proceeding.

2 All appearing on this application supported the relief requested with the exception of the Ad Hoc Committee of
9.25% Senior Subordinated Noteholders. That Committee represents certain unsecured creditors whom I will discuss
more fully later.

3 1 granted the order requested with reasons to follow. These are my reasons.

4 I start with three observations. Firstly, Canwest Global, through its ownership interests in the LP Entities, is the
largest publisher of daily English language newspapers in Canada. The LP Entities own and operate 12 daily newspapers
across Canada. These newspapers are part of the Canadian heritage and landscape. The oldest, The Gazette, was
established in Montreal in 1778. The others are the Vancouver Sun, The Province, the Ottawa Citizen, the Edmonton
Journal, the Calgary Herald, The Windsor Star, the Times Colonist, The Star Phoenix, the Leader-Post, the Nanaimo
Daily News and the Alberni Valley Times. These newspapers have an estimated average weekly readership that exceeds
4 million. The LP Entities also publish 23 non-daily newspapers and own and operate a number of digital media and
online operations. The community served by the LP Entities is huge. In addition, based on August 31, 2009 figures, the
LP Entities employ approximately 5,300 employees in Canada with approximately 1,300 of those employees working in
Ontario. The granting of the order requested is premised on an anticipated going concern sale of the newspaper business
of the LP Entities. This serves not just the interests of the LP Entities and their stakeholders but the Canadian community
at large.

5 Secondly, the order requested may contain some shortcomings; it may not be perfect. That said, insolvency
proceedings typically involve what is feasible, not what is flawless.

6 Lastly, although the builders of this insolvent business are no doubt unhappy with its fate, gratitude is not misplaced
by acknowledging their role in its construction.

Background Facts

(i) Financial Difficulties
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7 The LP Entities generate the majority of their revenues through the sale of advertising. In the fiscal year ended
August 31, 2009, approximately 72% of the LP Entities' consolidated revenue derived from advertising. The LP Entities
have been seriously affected by the economic downturn in Canada and their consolidated advertising revenues declined
substantially in the Jatter half of 2008 and in 2009. In addition, they experienced increases in certain of their operating
costs.

8  On May 29, 2009 the Limited Partnership failed, for the first time, to make certain interest and principal reduction
payments and related interest and cross currency swap payments totaling approximately $10 million in respect of its
senior secured credit facilities. On the same day, the Limited Partnership announced that, as of May 31, 2009, it would be
in breach of certain financial covenants set out in the credit agreement dated as of July 10, 2007 between its predecessor,
Canwest Media Works Limited Partnership, The Bank of Nova Scotia as administrative agent, a syndicate of secured
lenders ("the LP Secured Lenders"), and the predecessors of CCI, CPI and CBI as guarantors. The Limited Partnership
also failed to make principal, interest and fee payments due pursuant to this credit agreement on June 21, June 22, July
21, July 22 and August 21, 2009.

9  The May 29, 2009, defaults under the senior secured credit facilities triggered defaults in respect of related foreign
currency and interest rate swaps. The swap counterparties (the "Hedging Secured Creditors") demanded payment of
$68.9 million. These unpaid amounts rank pari passu with amounts owing under the LP Secured Lenders' credit facilities.

10 On or around August 31, 2009, the Limited Partnership and certain of the LP Secured Lenders entered into a
forbearance agreement in order to allow the LP Entities and the LP Secured Lenders the opportunity to negotiate a
pre-packaged restructuring or reorganization of the affairs of the LP Entities. On November 9, 2009, the forbearance
agreement expired and since then, the LP Secured Lenders have been in a position to demand payment of approximately
$953.4 million, the amount outstanding as at August 31, 2009. Nonetheless, they continued negotiations with the LP
Entities. The culmination of this process is that the LP Entities are now seeking a stay of proceedings under the CCAA in
order to provide them with the necessary "breathing space" to restructure and reorganize their businesses and to preserve
their enterprise value for the ultimate benefit of their broader stakeholder community.

11 The Limited Partnership released its annual consolidated financial statements for the twelve months ended August
31, 2009 and 2008 on November 26, 2009. As at August 31, 2009, the Limited Partnership had total consolidated assets
with a net book value of approximately $644.9 million. This included consolidated current assets of $182.7 million and
consolidated non-current assets of approximately $462.2 million. As at that date, the Limited Partnership had total
consolidated liabilities of approximately $1.719 billion (increased from $1.656 billion as at August 31, 2008). These
liabilities consisted of consolidated current liabilities of $1.612 billion and consolidated non-current liabilities of $107
million.

12 The Limited Partnership had been experiencing deteriorating financial results over the past year. For the year
ended August 31, 2009, the Limited Partnership's consolidated revenues decreased by $181.7 million or 15% to $1.021
billion as compared to $1.203 billion for the year ended August 31, 2008. For the year ended August 31, 2009, the Limited
Partnership reported a consolidated net loss of $66 million compared to consolidated net earnings of $143.5 million for
fiscal 2008.

(ii) Indebtedness under the Credit Fucilities
13 The indebtedness under the credit facilities of the LP Entities consists of the following.

(2) The LP senior secured credit facilities are the subject matter of the July 10, 2007 credit agreement already
mentioned. They are guaranteed by CCI, CPI and CBI. The security held by the LP Secured Lenders has been
reviewed by the solicitors for the proposed Monitor, FTI Consulting Canada Inc. and considered to be valid
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of interest. 4

(b) The Limited Partnership is a party to the aforementioned foreign currency and interest rate swaps with
the Hedging Secured Creditors. Defaults under the LP senior secured credit facilities have triggered defaults
in respect of these swap arrangements. Demand for repayment of amounts totaling $68.9 million (exclusive of
unpaid interest) has been made. These obligations are secured.

(c) Pursuant to a senior subordinated credit agreement dated as of July 10, 2007, between the Limited
Partnership, The Bank of Nova Scotia as administrative agent for a syndicate of lenders, and others, certain
subordinated lenders agreed to provide the Limited Partnership with access to a term credit facility of up to $75
million. CCI, CPI, and CBI are guarantors. This facility is unsecured, guaranteed on an unsecured basis and
currently fully drawn. On June 20, 2009, the Limited Partnership failed to make an interest payment resulting
in an event of default under the credit agreement. In addition, the defaults under the senior secured credit
facilities resulted in a default under this facility. The senior subordinated lenders are in a position to take steps
to demand payment.

(d) Pursuant to a note indenture between the Limited Partnership, The Bank of New York Trust Company of
Canada as trustee, and others, the Limited Partnership issued 9.5% per annum senior subordinated unsecured
notes due 2015 in the aggregate principal amount of US $400 million. CPI and CBI are guarantors. The notes
are unsecured and guaranteed on an unsecured basis. The noteholders are in a position to take steps to demand
immediate payment of all amounts outstanding under the notes as a result of events of default.

14 The LP Entities use a centralized cash management system at the Bank of Nova Scotia which they propose to
continue. Obligations owed pursuant to the existing cash management arrangements are secured (the "Cash Management
Creditor").

(iii) LP Entities' Response to Financial Difficulties

15 The LP Entities took a number of steps to address their circumstances with a view to improving cash flow and
strengthening their balance sheet. Nonetheless, they began to experience significant tightening of credit from critical
suppliers and other trade creditors. The LP Entities' debt totals approximately $1.45 billion and they do not have the
liquidity required to make payment in respect of this indebtedness. They are clearly insolvent.

16 The board of directors of Canwest Global struck a special committee of directors (the "Special Committee")
with a mandate to explore and consider strategic alternatives. The Special Committee has appointed Thomas Strike,
the President, Corporate Development & Strategy Implementation, as Recapitalization Officer and has retained Gary
Colter of CRS Inc. as Restructuring Advisor for the LP Entities (the "CRA"). The President of CPI, Dennis Skulsky,
will report directly to the Special Committee.

17 Given their problems, throughout the summer and fall of 2009, the LP Entities have participated in difficult and
complex negotiations with their lenders and other stakeholders to obtain forbearance and to work towards a consensual
restructuring or recapitalization.

18 An ad hoc committee of the holders of the senior subordinated unsecured notes (the "Ad Hoc Committee")
was formed in July, 2009 and retained Davies Ward Phillips & Vineberg as counsel. Among other things, the Limited
Partnership agreed to pay the Committec's legal fees up to a maximum of $250,000. Representatives of the Limited
Partnership and their advisors have had ongoing discussions with representatives of the Ad Hoc Committee and their
counsel was granted access to certain confidential information following execution of a confidentiality agreement. The
Ad Hoc Committee has also engaged a financial advisor who has been granted access to the LP Entities' virtual data
room which contains confidential information regarding the business and affairs of the LP Entities. There is no evidence

oy
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of any satisfactory proposal having been made by the noteholders. They have been in a position to demand payment
since August, 2009, but they have not done so.

19 In the meantime and in order to permit the businesses of the LP Entities to continue to operate as going concerns
and in an effort to preserve the greatest number of jobs and maximize value for the stakeholders of the LP Entities, the
LP Entities have been engaged in negotiations with the LP Senior Lenders, the result of which is this CCAA application.

(iv) The Support Agreement, the Secured Creditors' Plan and the Solicitation Process

20  Since August 31, 2009, the LP Entities and the LP administrative agent for the LP Secured Lenders have worked
together to negotiate terms for a consensual, prearranged restructuring, recapitalization or reorganization of the business
and affairs of the LP Entities as a going concern. This is referred to by the parties as the Support Transaction.

21 As part of this Support Transaction, the LP Entities are seeking approval of a Support Agreement entered into
by them and the administrative agent for the LP Secured Lenders. 48% of the LP Secured Lenders, the Hedging Secured
Creditors, and the Cash Management Creditor (the "Secured Creditors") are party to the Support Agreement.

22 Three interrelated elements are contemplated by the Support Agreement and the Support Transaction: the credit
acquisition, the Secured Creditors' plan (the "Plan"), and the sale and investor solicitation process which the parties refer
to as SISP.

23 The Support Agreement contains various milestones with which the LP Entities are to comply and, subject to
a successful bid arising from the solicitation process (an important caveat in my view), commits them to support a
credit acquisition. The credit acquisition involves an acquisition by an entity capitalized by the Secured Creditors and
described as AcquireCo. AcquireCo. would acquire substantially all of the assets of the LP Entities (including the shares
in National Post Inc.) and assume certain of the liabilities of the LP Entities. It is contemplated that AcquireCo. would
offer employment to all or substantially all of the employees of the LP Entities and would assume all of the LP Entities'
existing pension plans and existing post-retirement and post-employment benefit plans subject to a right by AcquireCo.,
acting commercially reasonably and after consultation with the operational management of the LP Entities, to exclude
certain specified liabilities. The credit acquisition would be the subject matter of a Plan to be voted on by the Secured
Creditors on or before January 31, 2010. There would only be one class. The Plan would only compromise the LP Entities'
secured claims and would not affect or compromise any other claims against any of the LP Entities ("unaffected claims").
No holders of the unaffected claims would be entitled to vote on or receive any distributions of their claims. The Secured
Creditors would exchange their outstanding secured claims against the LP Entities under the LP credit agreement and
the swap obligations respectively for their pro ratu shares of the debt and equity to be issued by AcquireCo. All of the LP
Entities' obligations under the LP secured claims calculated as of the date of closing less $25 million would be deemed to
be satisfied following the closing of the Acquisition Agreement. LP secured claims in the amount of $25 million would
continue to be held by AcquireCo. and constitute an outstanding unsecured claim against the LP Entities.

24  The Support Agreement contemplates that the Financial Advisor, namely RBC Dominion Securities Inc., under
the supervision of the Monitor, will conduct the solicitation process. Completion of the credit acquisition process is
subject to a successful bid arising from the solicitation process. In general terms, the objective of the solicitation process
is to obtain a better offer (with some limitations described below) than that reflected in the credit acquisition. If none
is obtained in that process, the LP Entities intend for the credit acquisition to proceed assuming approval of the Plan,
Court sanction would also be required.

25 In more detailed terms, Phase I of the solicitation process is expected to last approximately 7 weeks and
qualified interested parties may submit non-binding proposals to the Financial Advisor on or before February 26, 2010.
Thereafter, the Monitor will assess the proposals to determine whether there is a reasonable prospect of obtaining a
Superior Offer. This is in essence a cash offer that is equal to or higher than that represented by the credit acquisition. If
there is such a prospect, the Monitor will recommend that the process continue into Phase II. If there is no such prospect,
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the Monitor will then determine whether there is a Superior Alternative Offer, that is, an offer that is not a Superior Offer
but which might nonetheless receive approval from the Secured Creditors. If so, to proceed into Phase II, the Superior
Alternative Offer must be supported by Secured Creditors holding more than at least 33.3% of the secured claims. Ifit is
not so supported, the process would be terminated and the LP Entities would then apply for court sanction of the Plan.

26 Phase I1is expected to last approximately 7 weeks as well. This period allows for due diligence and the submission of
final binding proposals. The Monitor will then conduct an assessment akin to the Phase | process with somewhat similar
attendant outcomes if there are no Superior Offers and no acceptable Alternative Superior Offers. If there were a Superior
Offer or an acceptable Alternative Superior Offer, an agreement would be negotiated and the requisite approvals sought.

27 The solicitation process is designed to allow the LP Entities to test the market. One concern is that a Superior
Offer that benefits the secured lenders might operate to preclude a Superior Alternative Offer that could provide a better
result for the unsecured creditors. That said, the LP Entities are of the view that the solicitation process and the support
transaction present the best opportunity for the businesses of the LP Entities to continue as going concerns, thereby
preserving jobs as well as the economic and social benefits of their continued operation. At this stage, the alternative is
a bankruptcy or liquidation which would result in significant detriment not only to the creditors and employees of the
LP Entities but to the broader community that benefits from the continued operation of the LP Entities' business. I also
take some comfort from the position of the Monitor which is best captured in an excerpt from its preliminary Report:

The terms of the Support Agreement and SISP were the subject of lengthy and intense arm's length negotiations
between the LP Entities and the LP Administrative Agent. The Proposed Monitor supports approval of the process
contemplated therein and of the approval of those documents, but without in any way fettering the various powers
and discretions of the Monitor.

28 It goes without saying that the Monitor, being a court appointed officer, may apply to the court for advice and
directions and also owes reporting obligations to the court.

29  As to the objection of the Ad Hoc Committee, I make the following observations. Firstly, they represent unsecured
subordinated debt. They have been in a position to take action since August, 2009. Furthermore, the LP Entities have
provided up to $250,000 for them to retain legal counsel. Meanwhile, the LP Secured Lenders have been in a position
to enforce their rights through a non-consensual court proceeding and have advised the LP Entities of their abilities in
that regard in the event that the LP Entities did not move forward as contemplated by the Support Agreement. With the
Support Agreement and the solicitation process, there is an enhanced likelihood of the continuation of going concern
operations, the preservation of jobs and the maximization of value for stakeholders of the LP Entities. It seemed to
me that in the face of these facts and given that the Support Agreement expired on January 8, 2010, adjourning the
proceeding was not merited in the circumstances. The Committee did receive very short notice. Without being taken as
encouraging or discouraging the use of the comeback clause in the order, I disagree with the submission of counsel to the
Ad Hoc Committee to the effect that it is very difficult if not impossible to stop a process relying on that provision. That

provision in the order is a meaningful one as is clear from the decision in Muscletech Reseurch & Development Inc., Re .
On a come back motion, although the positions of parties who have relied bona fide on an Initial Order should not be
prejudiced, the onus is on the applicants for an Initial Order to satisfy the court that the existing terms should be upheld.

Proposed Monitor

30  The Applicants propose that FTI Consulting Canada Inc. serve as the Monitor. It currently serves as the Monitor
in the CMI Entities' CCAA proceeding. It is desirable for FTI to act; it is qualified to act; and it has consented to act. It
has not served in any of the incompatible capacities described in section 11.7(2) of the CCAA. The proposed Monitor
has an enhanced role that is reflected in the order and which is acceptable.

Proposed Order
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31 Asmentioned, I granted the order requested. It is clear that the LP Entities need protection under the CCAA. The
order requested will provide stability and enable the LP Entities to pursue their restructuring and preserve enterprise
value for their stakeholders. Without the benefit of a stay, the LP Entities would be required to pay approximately $1.45
billion and would be unable to continue operating their businesses.

(a) Threshold Issues

32 The chief place of business of the Applicants is Ontario. They qualify as debtor companies under the CCAA. They
are affiliated companies with total claims against them that far exceed $5 million. Demand for payment of the swap
indebtedness has been made and the Applicants are in default under all of the other facilities outlined in these reasons.
They do not have sufficient liquidity to satisfy their obligations. They are clearly insolvent.

(b) Limited Partnership

33 The Applicants seek to extend the stay of proceedings and the other relief requested to the Limited Partnership. The
CCAA definition of a company does not include a partnership or a limited partnership but courts have exercised their
inherent jurisdiction to extend the protections of an Initial CCAA Order to partnerships when it was just and convenient
to do so. The relief has been held to be appropriate where the operations of the partnership are so intertwined with
those of the debtor companies that irreparable harm would ensue if the requested stay were not granted: Canwest Global

Communications Corp., Re O and Lehndorff General Parter Lid., Re’.

34 In this case, the Limited Partnership is the administrative backbone of the LP Entities and is integral to and
intertwined with the Applicants' ongoing operations. It owns all shared information technology assets; it provides hosting
services for all Canwest properties; it holds all software licences used by the LP Entities; it is party to many of the shared
services agreements involving other Canwest entities; and employs approximately 390 full-time equivalent employecs
who work in Canwest's shared services area. The Applicants state that failure to extend the stay to the Limited Partnership
would have a profoundly negative impact on the value of the Applicants, the Limited Partnership and the Canwest
Global enterprise as a whole. In addition, exposing the assets of the Limited Partnership to the demands of creditors
would make it impossible for the LP Entities to successfully restructure. I am persuaded that under these circumstances
it is just and convenient to grant the request,

(¢) Filing of the Secured Creditors' Plan

35 The LP Entities propose to present the Plan only to the Secured Creditors. Claims of unsecured creditors will
not be addressed.

36  The CCAA seems to contemplate a single creditor-class plan. Sections 4 and 5 state:

5.4 Where a compromise or an arrangement is proposed between a debtor company and its unsecured creditors ot
any class of them, the court may, on the application in a summary way of the company or of any such creditor or of
the trustee in bankruptey or liquidator of the company, order a meeting of the creditors or class of creditors and, it
the court so determines, of the shareholders of the company, to be summoned in such manner as the court directs.

5.5 Where a compromise or an arrangement is proposed between a debtor company and its secured creditors or any
class of them, the court may, on the application in a summary way of the company or of any such creditor or of the
trustee in bankruptcy or liquidator of the company, order a meeting of the creditors or class of creditors and, if the
court so determines, of the shareholders of the company, to be summoned in such manner as the court directs.

37 Case law has interpreted these provisions as authorizing a single creditor-class plan. For instance, Blair J. (as

he then was) stated in Philip Services Corp., Re 8 . " There is no doubt that a debtor is at liberty, under the terms of

sections 4 and 5 of the CCAA, to make a proposal to secured creditors or to unsecured creditors or to both groups.” ?
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Similarly, in Anavil Runge Mining Corp., Re 1 , the Court of Appeal stated: "It may also be noted that s. 5 of the CCAA
contemplates a plan which is a compromise between a debtor company and its secured creditors and that by the terms

of s. 6 of the Act, applied to the facts of this case, the plan is binding only on the secured creditors and the company
" ] 1

and not on the unsecured creditors.
38 Based on the foregoing, it is clear that a debtor has the statutory authority to present a plan to a single class of
creditors. In Anvil Range Mining Corp., Re, the issue was raised in the context of the plan's sanction by the court and
a consideration of whether the plan was fair and reasonable as it eliminated the opportunity for unsecured creditors to
realize anything. The basis of the argument was that the motions judge had erred in not requiring a more complete and
in depth valuation of the company's assets relative to the claims of the secured creditors.

39 In this case, [ am not being asked to sanction the Plan at this stage. Furthermore, the Monitor will supervise a
vigorous and lengthy solicitation process to thoroughly canvass the market for alternative transactions. The solicitation
should provide a good indication of market value. In addition, as counsel for the LP Entities observed, the noteholders
and the LP Entities never had any forbearance agreement. The noteholders have been in a position to take action since
last summer but chose not to do so. One would expect some action on their part if they themselves belicved that they
"were in the money". While the process is not perfect, it is subject to the supervision of the court and the Monitor is
obliged to report on its results to the court.

40 In my view it is appropriate in the circumstances to authorize the LP Entities to file and present a Plan only to
the Secured Creditors.

(D) DIP Financing

41  The Applicants seck approval of a DIP facility in the amount of $25 million which would be secured by a charge
over all of the assets of the LP Entities and rank ahecad of all other charges except the Administration Charge, and
ahead of all other existing security interests except validly perfected purchase money security interests and certain specific
statutory encumbrances.

42 Section 11.2 of the CCAA provides the statutory jurisdiction to grant a DIP charge. In Canmwest Global

Communications Corp., Re 2 , L addressed this provision. Firstly, an applicant should address the requirements contained
in section 11.2 (1) and then address the enumerated factors found in section 11.2(4) of the CCAA. As that list is not
exhaustive, it may be appropriate to consider other factors as well.

43 Applying these principles to this case and dealing firstly with section 11.2(1) of the CCAA, notice either has been
given to secured creditors likely to be affected by the security or charge or alternatively they are not affected by the DIP
charge. While funds are not anticipated to be immediately necessary, the cash flow statements project a good likelihood
that the LP Entities will require the additional liquidity afforded by the $25 million. The ability to borrow funds that
are secured by a charge will help retain the confidence of the LP Entities' trade creditors, employees and suppliers.
It is expected that the DIP facility will permit the LP Entities to conduct the solicitation process and consummate a
recapitalization transaction of a sale of all or some of its assets. The charge does not secure any amounts that were owing
prior to the filing. As such, there has been compliance with the provisions of section 11.2 (1).

44  Turning then to a consideration of the factors found in section 11.2(4) of the Act, the LP Entities are expected to
be subject to these CCAA proceedings until July 31, 2010. Their business and financial affairs will be amply managed
during the proceedings. This is a consensual filing which is reflective of the confidence of the major creditors in the
current management configuration. All of these factors favour the granting of the charge. The DIP loan would enhance
the prospects of a viable compromise or arrangement and would ensure the necessary stability during the CCAA process.
I have already touched upon the issue of value. That said, in relative terms, the quantum of the DIP financing is not large
and there is no readily apparent material prejudice to any creditor arising from the granting of the charge and approval
of the financing. I also note that it is endorsed by the proposed Monitor in its report.
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45 Other factors to consider in assessing whether to approve a DIP charge include the reasonableness of the financing
terms and more particularly the associated fees. Ideally there should be some evidence on this issue. Prior to entering
into the forbearance agreement, the LP Entities sought proposals from other third party lenders for a DIP facility. In
this case, some but not all of the Secured Creditors are participating in the financing of the DIP loan. Therefore, only
some would benefit from the DIP while others could bear the burden of it. While they may have opted not to participate
in the DIP financing for various reasons, the concurrence of the non participating Secured Creditors is some market
indicator of the appropriateness of the terms of the DIP financing.

46  Lastly, I note that the DIP lenders have indicated that they would not provide a DIP facility if the charge was not
approved. In all of these circumstances, I was prepared to approve the DIP facility and grant the DIP charge.

(e) Critical Suppliers

47  The LP Entities ask that they be authorized but not required to pay pre-filing amounts owing in arrears to certain
suppliers if the supplier is critical to the business and ongoing operations of the LP Entities or the potential future benefit
of the payments is considerable and of value to the LP Entities as a whole. Such payments could only be made with the
consent of the proposed Monitor. At present, it is contemplated that such suppliers would consist of certain newspaper
suppliers, newspaper distributors, logistic suppliers and the Amex Bank of Canada. The LP Entities do not seek a charge
to secure payments to any of its critical suppliers.

48  Section 11.4 of the CCAA addresses critical suppliers. It states:

11.4(1) On application by a debtor company and on notice to the secured creditors who are likely to be affected by
the security or charge, the court may make an order declaring a person to be a critical supplier to the company if the
court is satisfied that the person is a supplier of goods and services to the company and that the goods or services
that are supplied are critical to the company's continued operation.

(2) If the court declares the person to be a critical supplier, the court may make an order requiring the person to
supply any goods or services specified by the court to the company on any terms and conditions that are consistent
with the supply relationship or that the court considers appropriate.

(3) If the court makes an order under subsection (2), the court shall, in the order, declare that all or part of the
property of the company is subject to a security or charge in favour of the person declared to be a critical supplier,
in an amount equal to the value of the goods or services supplied upon the terms of the order.

(4) The court may order that the security or charge rank in priority over the claim of any secured creditor of the
company.

49 Mr. Byers, who is counsel for the Monitor, submits that the court has always had discretion to authorize the
payment of critical suppliers and that section 11.4 is not intended to address that issue. Rather, it is intended to respond
to a post-filing situation where a debtor company wishes to compel a supplier to supply. In those circumstances, the
court may declare a person to be a critical supplier and require the person to supply. If the court chooses to compel a
person to supply, it must authorize a charge as security for the supplier. Mr. Barnes, who is counsel for the LP Entities,
submits that section 11.4 is not so limited. Section 11.4 (1) gives the court general jurisdiction to declare a supplier to be
a "critical supplier” where the supplier provides goods or services that are essential to the ongoing business of the debtor
company. The permissive as opposed to mandatory language of section 1 1.4 (2) supports this interpretation.

50  Section 11.4is not very clear. As a matter of principle, one would expect the purpose of section 1 1.4 to be twofold:
(i) to codify the authority to permit suppliers who are critical to the continued operation of the company to be paid and
(ii) to require the granting of a charge in circumstances where the court is compelling a person to supply. If no charge
is proposed to be granted, there is no need to give notice to the secured creditors. I am not certain that the distinction
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between Mr. Byers and Mr. Barnes' interpretation is of any real significance for the purposes of this case. Either section
11.4(1) does not oust the court's inherent jurisdiction to make provision for the payment of critical suppliers where no
charge is requested or it provides authority to the court to declare persons to be critical suppliers. Section 11.4(1) requires
the person to be a supplier of goods and services that are critical to the companies' operation but does not impose any
additional conditions or limitations.

51 The LP Entities do not seek a charge but ask that they be authorized but not required to make payments for the pre-
filing provision of goods and services to certain third parties who are critical and integral to their businesses. This includes
newsprint and ink suppliers. The LP Entities are dependent upon a continuous and uninterrupted supply of newsprint
and ink and they have insufficient inventory on hand to meet their needs. It also includes newspaper distributors who
are required to distribute the newspapers of the LP Entities; American Express whose corporate card programme and
accounts are used by LP Entities employees for business related expenses; and royalty fees accrued and owing to content
providers for the subscription-based online service provided by FPinfomart.ca, one of the businesses of the LP Entities.
The LP Entities believe that it would be damaging to both their ongoing operations and their ability to restructure if they
are unable to pay their critical suppliers. I am satisfied that the LP Entities may treat these parties and those described
in Mr. Strike's affidavit as critical suppliers but none will be paid without the consent of the Monitor.

(f) Administration Charge and Financial Advisor Charge

52 The Applicants also seek a charge in the amount of $3 million to secure the fees of the Monitor, its counsel,
the LP Entities' counsel, the Special Committee's financial advisor and counsel to the Special Committee, the CRA and
counsel to the CRA. These are professionals whose services are critical to the successful restructuring of the LP Entities'
business. This charge is to rank in priority to all other security interests in the LP Entities' assets, with the exception of

purchase money security interests and specific statutory encumbrances as provided for in the proposed order. 13 The
LP Entities also request a $10 million charge in favour of the Financial Advisor, RBC Dominion Securities Inc. The
Financial Advisor is providing investment banking services to the LP Entities and is essential to the solicitation process.
This charge would rank in third place, subsequent to the administration charge and the DIP charge.

53 In the past, an administration charge was granted pursuant to the inherent jurisdiction of the court. Section 11.52
of the amended CCAA now provides statutory jurisdiction to grant an administration charge. Section 11.52 states:

On notice to the secured creditors who are likely to be affected by the security or charge, the court may make an
order declaring that all or part of the property of the debtor company is subject to a security or charge - in an amount
that the court considers appropriate - in respect of the fees and expenses of

(a) the monitor, including the fees and expenses of any financial, legal or other experts engaged by the monitor
in the performance of the monitor's duties;

(b) any financial, legal or other experts engaged by the company for the purpose of proceedings under this
Act; and

(c) any financial, legal or other experts engaged by any other interested person if the court is satisfied that the
security or charge is necessary for their effective participation in proceedings under this Act.

(2) The court may order that the security or charge rank in priority over the claim of any secured creditor of the
company.

54 I am satisfied that the issue of notice has been appropriately addressed by the LP Entities. As to whether the
amounts are appropriate and whether the charges should extend to the proposed beneficiaries, the section does not
contain any specific criteria for a court to consider in its assessment. It seems to me that factors that might be considered
would include:

A
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(a) the size and complexity of the businesses being restructured;
(b) the proposed role of the beneficiaries of the charge;
(c) whether there is an unwarranted duplication of roles;
(d) whether the quantum of the proposed charge appears to be fair and reasonable;
(e) the position of the secured creditors likely to be affected by the charge; and
() the position of the Monitor.
This is not an exhaustive list and no doubt other relevant factors will be developed in the jurisprudence.

55 There is no question that the restructuring of the LP Entities is large and highly complex and it is reasonable to
expect extensive involvement by professional advisors. Each of the professionals whose fees are to be secured has played
a critical role in the LP Entities restructuring activities to date and each will continue to be integral to the solicitation
and restructuring process. Furthermore, there is no unwarranted duplication of roles. As to quantum of both proposed
charges, I accept the Applicants' submissions that the business of the LP Entities and the tasks associated with their
restructuring are of a magnitude and complexity that justify the amounts. [ also take some comfort from the fact that
the administrative agent for the LP Secured Lenders has agreed to them. In addition, the Monitor supports the charges
requested. The quantum of the administration charge appears to be fair and reasonable. As to the quantum of the charge
in favour of the Financial Advisor, it is more unusual as it involves an incentive payment but I note that the Monitor
conducted its own due diligence and, as mentioned, is supportive of the request. The quantum reflects an appropriate
incentive to secure a desirable alternative offer. Based on all of these factors, I concluded that the two charges should
be approved.

(g) Directors and Officers

56  The Applicants also seek a directors and officers charge ("D & O charge") in the amount of $35 million as security
for their indemnification obligations for liabilities imposed upon the Applicants' directors and officers. The D & O charge
will rank after the Financial Advisor charge and will rank pari passu with the MIP charge discussed subsequently. Section
11.51 of the CCAA addresses a D & O charge. I have already discussed section 11.51 in Canwest Global Communications

Corp.. Re 14 45 it related to the request by the CMI Entities for a D & O charge. Firstly, the charge is essential to
the successful restructuring of the LP Entities. The continued participation of the experienced Boards of Directors,
management and employees of the LP Entities is critical to the restructuring. Retaining the current officers and directors
will also avoid destabilization. Furthermore, a CCAA restructuring creates new risks and potential liabilities for the
directors and officers. The amount of the charge appears to be appropriate in light of the obligations and liabilities that
may be incurred by the directors and officers. The charge will not cover all of the directors' and officers' liabilities in a
worse case scenario. While Canwest Global maintains D & O liability insurance, it has only been extended to February
28, 2009 and further extensions are unavailable. As of the date of the Initial Order, Canwest Global had been unable to
obtain additional or replacement insurance coverage.

57  Understandably in my view, the directors have indicated that due to the potential for significant personal liability,
they cannot continue their service and involvement in the restructuring absenta D & O charge. The charge also provides
assurances to the employees of the LP Entities that obligations for accrued wages and termination and severance pay
will be satisfied. All secured creditors have either been given notice or are unaftected by the D & O charge. Lastly, the
Monitor supports the charge and I was satisfied that the charge should be granted as requested.

(h) Management Incentive Plan and Special Arrangements
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58 The LP Entities have made amendments to employment agreements with 2 key employees and have developed
certain Management Incentive Plans for 24 participants (collectively the "MIPs"). They seek a charge in the amount of
$3 million to secure these obligations. It would be subsequent to the D & O charge.

59 The CCAA is silent on charges in support of Key Employee Retention Plans ("KERPs") but they have been
approved in numerous CCAA proceedings. Most recently, in Camwest Global Communications Corp., Re = , lapproved

the KERP requested on the basis of the factors enumerated in Grant Forest Products Inc., Re 16 and given that the
Monitor had carefully reviewed the charge and was supportive of the request as were the Board of Directors, the Special
Committee of the Board of Directors, the Human Resources Committee of Canwest Global and the Adhoc Committee
of Noteholders.

60 The MIPs in this case are designed to facilitate and encourage the continued participation of certain senior executives
and other key employees who are required to guide the LP Entities through a successful restructuring. The participants
are critical to the successful restructuring of the LP Entities. They are experienced executives and have played critical
roles in the restructuring initiatives to date. They are integral to the continued operation of the business during the
restructuring and the successful completion of a plan of restructuring, reorganization, compromise or arrangement.

61 In addition, it is probable that they would consider other employment opportunities in the absence of a charge
securing their payments. The departure of senior management would distract from and undermine the restructuring
process that is underway and it would be extremely difficult to find replacements for these employees. The MIPs
provide appropriate incentives for the participants to remain in their current positions and ensures that they are properly
compensated for their assistance in the reorganization process.

62  In this case, the MIPs and the MIP charge have been approved in form and substance by the Board of Directors
and the Special Committee of Canwest Global. The proposed Monitor has also expressed its support for the MIPs and
the MIP charge in its pre-filing report. In my view, the charge should be granted as requested.

(1) Confidential Information

63  The LP Entities request that the court seal the confidential supplement which contains individually identifiable
information and compensation information including sensitive salary information about the individuals who are covered
by the MIPs. It also contains an unredacted copy of the Financial Advisor's agreement. I have discretion pursuant

to Section 137(2) of the Courts of Justice Act 17 to order that any document filed in a civil proceeding be treated as
confidential, sealed and not form part of the public record. That said, public access in an important tenet of our system
of justice.

64 The threshold test for sealing orders is found in the Supreme Court of Canada decision of Sierra Club of

Canada v. Canada ( Minister of Finance) 18 In that case, Iacobucci J. stated that an order should only be granted when:
(i) it is necessary in order to prevent a serious risk to an important interest, including a commercial interest, in the
context of litigation because reasonable alternative measures will not prevent the risk; and (i1) the salutary effects of the
confidentiality order, including the effects on the right of civil litigants to a fair trial, outweigh its deleterious effects,
including the effects on the right to free expression, which in this context includes the public interest in open and accessible
court proceedings.

65  In Canmwest Global Conmmunicutions Corp., Re 2 applied the Sierra Club test and approved a similar request by
the Applicants for the sealing of a confidential supplement containing unredacted copies of KERPs for the employees
of the CMI Entities. Here, with respect to the first branch of the Sierra Club test, the confidential supplement contains
unredacted copies of the MIPs, Protecting the disclosure of sensitive personal and compensation information of this
nature, the disclosure of which would cause harm to both the LP Entities and the MIP participants, is an important
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commercial interest that should be protected. The information would be of obvious strategic advantage to competitors.
Moreover, there are legitimate personal privacy concerns in issue. The MIP participants have a reasonable expectation
that their names and their salary information will be kept confidential. With respect to the second branch of the
Sierra Club test, keeping the information confidential will not have any deleterious effects. As in the Cunwest Globul
Communications Corp., Re case, the aggregate amount of the MIP charge has been disclosed and the individual
personal information adds nothing. The salutary effects of sealing the confidential supplement outweigh any conceivable
deleterious effects, In the normal course, outside of the context of a CCAA proceeding, confidential personal and salary
information would be kept confidential by an employer and would not find its way into the public domain. With respect
to the unredacted Financial Advisor agreement, it contains commercially sensitive information the disclosure of which
could be harmful to the solicitation process and the salutary effects of sealing it outweigh any deleterious effects. The
confidential supplements should be sealed and not form part of the public record at least at this stage of the proceedings.

Conclusion

66  For all of these reasons, I was prepared to grant the order requested.
Application granted.

Footnotes
| R.S.C. 1985, c. C. 36, as amended.
2 On October 30, 2009, substantially all of the assets and business of the National Post Company were transferred to the

company now known as National Post Inc.
3 Subject to certain assumptions and qualifications.

4 Although not formally in evidence before the court, counsel for the LP Secured Lenders advised the court that currently
$382,889,000 in principal in Canadian dollars is outstanding along with $458,042,000 in principal in American dollars.

5 2006 CarswellOnt 264 (Ont. S.C.J. [Commercial List]).
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